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FROM THE EDITOR 



The period after World War II has witnessed the emergence of new 
independent states in Southeast Asia. It 7ias been the triumph of nationalist 
movevients and the beginning of a new era. It has been a beginning, since 
a nationalist movement does not end merely ivith the achievement of 
political independence. 

Even since political independence became a reality, the Southeast Asian 
nations with their new independent states have been confronted with 
the problem of rising social demands and expectations. Basically it is the 
problem of < constructing new patterns of society. The future destiny 
of the Southeast Asian nations wiill be determined by the capacity of these 
nations to build modern societies with tlieir modem organisations to 
acJpieve all the means and objectives required by modern nationhood. 

Those Hire some of the reasons why development and clmnges in the 
Southeast Asian region have become a matter of interest, both for the 
Southeast Asian nations and the nations outside the region. Southeast 
Asia is a region where nations having their own traditional values and 
organisations 'a?'e struggling to achieve progress in the contem\porary 
world, constructing new patterns, values, goals and ijistitutions. The 
strategic position of the Southeast Asian region, as a crossroad of loaves 
of miigrations, cultural thoughts, trades, conflicts and interests, also 
mjokes the present social changes a concern for those o^itside the Southeast 
Asian region. 

In the first years of independence the nations of Southeast Asia wei'e 
occupied with their respective ^problems. It is only long after experiencing 
conflicts and instability in the reg'on that the nations .have gradually 
learned their common problems and become aware of the importance of 
a regional system. The ASEAN is a phenomenon of a beginning regionalism 
in the Southeast Asian countries. 

These are the main reasons why ASEAN has become a special topir 
offered by the present issue of THE INDONESIAN QUARTERLY. In 
this number we present articles on several aspects of the ASEAN 
written by Prof. Sumitro BioiohadiJcu-sumo, Prof. Panglaykim (Pangestu) , 
Dr. Lie Tele Tjeng, Maj. Gen. Sayidiman Suryohadiproio, Mr. Jmoono 
Sudarsono, Mr. Soerjono Soekanto and M7'. J. Soedjati Djiwandono, 
supplemented with some important documents concerning tJie ASEAN, 
to make us familiar loith '^he problems and prosfpects of this emerging 
regionalism. 



D.A. Assegaff 



ASEAN : 

THE UNCERTAIN COMMITMENT 

JUWONO SUDARSIONO 



Changes in actual developments in political life greatly affect 
the type of studies and research that social scientists a-s well as 
policy-makers conduct for the particular advancement of their 
profe3sions. Theory ultimately catches luip with real Vfe, although 
at times the process operates the other way roimd, as When 
theorizing influences and .shape,s political decision-making. 

The process of re-cor.str.uct';on arid re-fomuulation in the realm 
of theory building is not solely the direct resiult of the 
impact of reality that occurs in the immediate vicin'ty of the 
social observer. Especially for the social scientist of the developing 
world, the drama of conceptual changes that take place in the 
universities and the bureaucrtacies of the developed world greatly 
affects the kinds of assimiption and theorefcal framework that he 
applies in his search for a deeper aad fuller understanding of the 
dynamic processes working in his polity and in the wider world 
arou2id him. 

The mid-1960's marked the period when stulies in the economic, 
political and cultural processes of the new states of Latin America 
— became not o.nly areas of concern within the general framework 
of ideological and political competition that was known as East- 
West rivalry, and was also identified as the period when the sub- 
specializations of comparative studies in government, economics, 
sociology and anthropology became established professional fields. 
In the field of comparative govemm,ent and international relations, 
the general concentration on •■jiternational organizations specifically 
gave birth to the study of what is essentially an old notion: the 
concept of regional integration. 

The notion of regional integration in Sciuthcast Asia is 
historically a fairly recent cne, and it is worth remembering that 
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it is not at all native to the nations of either maiinland or insular 
Southeast Asia, but is strictly a Western notion. The concern for 
some form of working cooperation between adjacent or contignious 
nations is of course not very new to the societies of the Southeast 
Asian region; in the b'story of the region one finds nnmerous 
examples of past attempts at coordinating the rights and flow of 
trade in and around the Malacca Strait, the exhange of a whole 
range of marketable goods and the introduction of diverse political 
as well as rehgious literary works of the great traditions. 

But all this is not quite the same th'ng as regional integration 
today. In the past it usually meant ,particiular coiirses of action 
or policy-decisions ad'opted by one or several kingdoms or trad'ng 
companies that might be chosen as options 'among many others. 
These choices were in many cases totally unrelated to one another 
and had no particular comm'.tment to the conscious effort toward 
g'anerall economic and social betterment of the lives of the many 
peoples in the region as a .Vi^'hole. 

Now regional into^jration has become, at least conceptually, a 
universal priority, an aspiratioai brought abciat by the status 
inequalities among nation-states in the present international system. 
In a world! integrated by the combined pressures of a pervasive 
international communica,tions network and an increasingly high- 
powered economic and monetary system, tlie concept of regional 
cooperation has become a necessary concomittant to the long 
struggle for national development. As Western Europe recovers from 
the destriuction of the Second World War through the massive 
assistance of the Marshall Plan, the nations of the developing world 
aspire to the modernity promised by the end of colonial nule and 
subjugation. 

In discussing the implications of what regional integi'ation 
may bring to the nations of Soiutheast Asia it is most important 
that a clear distinction be made between the universality for the 
pressures for development through regional integration, and how 
the nations (or, more precisely, the societies) of Southeast Asia 
respond to these pressliiires. It is the unity and: universality of the 
pressures for modernizafion through regional integration that have 
led people to perceive the world as divided into two- categories, the 
developed and the underdeveloped. This coherence of categories is 
new and essentially distinguishes it from past notions of the search 
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for progress, just as the passion for regional cooperation is real, at 
least at the level of politicians and bureaucrats. 

But the presEiures for a,n increased effort towards regional 
integration does not necesisarily mean that because the po'litical 
•actors perceive the situation in this fashion, analyses of the responses 
to the pressures' must also be carried in similar terms. There are 
certain fundamental problems that need to be kept rn mind if in 
focussing attention to the prospects of regional cooperation we do 
,not want to fall into the illogic of false hopes and unwarranted 
asprations. In the case .of Southeast Asia, there are even greater 
dangers that the many policy-statements issued on behalf of 
ASEAN's bright prospects ma,y in fact result in the gratification of 
subjective and temporary desires. 

First of all, moist of the nations of Southeast Asia are still 
grappling with the liensions of nation-building. Historically, the 
modern nation-state as a theoretical concept a^nd as a political 
notion appeared originally in Europe; the transference of its 
asisiimptions, ideas and basic arraiugements to the societies of 
Southeast Asia has inevitably led to considerable adaptations and 
to the disguising of the more enduring traditional inistitutians and 
practices. Put it simpiy, the nation-states of Southeast Asia are 
basically societies rather than either nations or states. As a 
distinguished Amerfcain anthropologist expressed it almost ten years 
ago, in Southeast Asia — except for Thailand — the relation 
between government and the society of which it is the government 
is quite different from wOiat soc'ial scientists and intellectuals are 
used to from modern European history. Despite the feelings and 
aspirations for nationalism iim which it pihrases its alarms and 
ambitions, the government of most of the Sciutheast Asian .nations 
is not so much the polif loal expression of a unified and cohesive 
national culture as a kind of extraordinary committee for the 
coudract of foreign pohcy and the se'f -conscious symbol of a social 
consensus which may not in fact exist. From the point of view 
of history and anthropology current attempts at the formation of 
regional integration face a host of social and cultural problems, 
the natiire .of whose resolution remain uncertain and unpredictable. 
If the question of nation-building or national integration is already 
particularly perplexing, it would seem to be over-ambitious to 
project yet another new odea — that of regional identity — to the 
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minds of the leaders and masses who are still straggling to release 
themselves from the narrow-mindedness of primordial sentiments. 

Precisely because the notion of delimi'ited and demarcated linear 
iboundaries anid the political idontifioation attached to them remains 
vague and unresolved, another corollary to the difficulty of building 
a sense of regional idiantity presents itself. The nations of Southeast 

Asia esipecially those with a long traditional cultural heritage — 

tmd it difficult to 'differentiate between external and internal 
matters. If regional cooperation is to be accepted even at the 
level of ideas, it wo.uld fi'i'st of all require a decisively strong com- 
mitment on the part of those actively involved in the wielding and 
circulation of such ndeais. Only them can the national leadership 
project the collective nation's interest in the process of bargaining 
v/ith corresponding lunits within the general framework of cooper- 
ation and integration. But so long as local, ethnic and rehgious 
minorif .'es in each individual country perceive the status and role 
of their respective national governments as detrimental to their 
long-term intsrests, it is very hard to imagine how the association 
between nations can be sustained for 'any significant period of time. 

Integration among nations is in the final analysis a relationship 
among units which are and must be mutually dspendent; the first 
requirement toward any notion of cooperation and eventual inte- 
gration among nations is the political vtahilUy of each individual 
nation in terms of the harmonious interaction between individuals, 
groups, local regions and inst'tuticins within its bord3rs. Most of 
the major Southeast Asian nations — Malaysia, Indonesia and the 
Philippines — face the perennial problem of brmging the weight 
of national decisions down to the villages and to the smallest 
administrative units. Geography and lack of communication 
facilities do not necessarily affect the conesnsual quality between 
elite and mass; cultural diversity and parochial interests can, and 
should be, harnassed through a sustained and single-minded political 
leadership. 

Another problem that needs to be k^pt in mind when focassing 
on the commitment toward regional cooperation among Southeast 
Asian countries has more to do with . the practical problems of 
current government and politics. G'ven the limitation imposed! by 
the internal idiosyncracies of each individual nation, ,it would seem 
that the national leadership in each ASEAN member country would 
be more cautious, and discreet in projecting ideas tltat require a 
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fiindamental change in the poHtical perception of their respective 
commvunities. The process cf convincing their respective communities 
that reg'onal cooperation and integration may be the only road to 
a s-istained and equitable develofanent effort will tax the energy and 
persuasive abilities ,not only of ,government officials, but also of 
intellectuals both i'nsidie and outside of the universities. 

In the past, the nations of Southeast Asia have had almost 
every conceivable reason or excuse to instigate suspicion, even 
hatred, among themselves. Hostilif'es between Indonesia and 
Malaysia daring confrontation, the breakup between Malaysia and 
Singapore, tension between Singapore and Indonesia over alleged 
manpulatioin by Singapore Chinese over Indonesia's economy, the 
dispute between the Philippines and Malaysia over Saba'h, Thailand's 
border problems with Malaysia — all these are reminders that the 
short-term urgencies of immediate problems can adversely .affect 
the initial commitment toward regional cooperation, peace and 
security. 

It has been siuggested that the remedy would be to form some 
form of automatic mechamsm which will resolvo problems that might 
rise between contending member nations. Some measure of coopera- 
tion in the field of gsinoral seci:irity — agreements on border patrols 
between Thailand and Malaysi a, between Malaysia and Indonesia, 
betv/een Indonesia and the Philippines — have in fact been established 
as a part of a larger effort to encouxaige greater confidence and 
mutual trust among ASEAN member states. 

But these efforts need to be backed up by a stronger as well 
as a determined effort I'.'n the reisolution of the basic onuses that 
give rise to the necessity of such cooperation in the field of defense 
and security. All of the ASEAN governments concerned must realise 
that all the effort and money they stake in military cooperation will 
be in vain if they cannot at the same time increase their political 
commitment to bring about equitable economic and social development 
for those most in need of the fnaits of such efforts. 

Together with the imperative requirement to develop and 
mainta'n trust between government and the .governed is the need 
to intensify efforts to bring about a higher degree of tolerance 
between minorities and majorif es in each individual country and 
betv/een the implicit rank-ordering' of the economic as well as 
strateg/e-diplomatic importance of each of the ASEAN members in 
the world community. Regional cooperative efforts do not operate 
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in a vacuum aaid ASEAN's future prospects rest not only on 
whatever degree of mutual trust and cooperation they may reach 
among themselves but also on the chamging relationships of the 
great powers with each rndividual cciuntry ais well as with ASEAN 
and the Southeast Asian region as a whole. 

The great powers shaps the basic framework in which the 
ASEAN as well as non-ASEAN countries in the region w'U have 
to operate. But the future performance of the regional cooperative 
body rests primarily on the political w'U of its leaders and peoples 
ag to the necessity for such a cooperation. Both of these factors 
interact incessantly and shape the outcome of each breakthrough in 
the political, economic as well as cultural spheres. Both the micro- 
level and macro-level of problems that the ASEAN nations face 
reflect the essentially intra-regianal processes that they ultimately 
have to come to grips with. 

But they can only be understood in clearer perspective cf the 
overall regional aspiration is placed within the general framework 
of the interinaf:onal politics of the major powers. In other words, 
it is important to luuderstand the shifting realignments at the global 
level if a reoiistic assessment of the prospects for ASEAN's future 
development to be gained. Any form of regioiuial cooperation and 
integration is after all based on some characteristic umqueness of 
that particula^r area in relation to other reg oinal efforts and to the 
global structure as a whole. And any form of cooperation among 
nations is boimd to come to tei-ms with its histor'oal circumstances. 

Optimists are fond of pointing to the siucoessful development 
that has led to the current stage of the Western European rntegrative 
process. A number of leading economists and bureaucrats in the 
ASEAN countries have also expressed their belief that ASEAN 
would ultimately be able to emulate the Western European 
experience in regronal integration. Economically speaking, there 
may well be sonmd reasons to learn from what the countries of 
Western Europe have 'achieved; otherwise, there is a danger in 
falling into the lillusion that one example of successful integration 
leads to another. 

For one thing, Western Europe was able to develop not because 
of General Marshall's speech , at Harvard University, but because 
the political and military commitment that the American President, 
Congress and political public gave to the idea of the recovery- 
program in Europe was strong and siistained enough to push through 
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diiir^ng the iminRodate .postwar years and in the iperiod of the 
emerging cold war. The massive economic injiection provided by the 
Americ2,ns coincided with the general pol'tical-military climate that 
the Soviet Red Army was a threat to the security and independence 
of the Western European powers. Both factors enabled the Atlantic 
Alliance to knit together ^df verse values, differing .political arrange- 
ments and competing economic structures. All of the economic aid 
and expertise the Americans gave to Western Europe would have 
been in vai,n cf the threat — made more credible through its 
cognitive value — of the Soviets had not been an important rallying 
factor in the subsequent course of the Atlantic Alhance and Western 
European integration. The Marshall ,plan succeeded not because of 
any particular American affinity for the nations to v/ihich the United 
States owed her cultural heritage but primarily because NATO — 
and the format' on of its counterpart, the Warsaw Pact military 
alliance — helped forge a sense of political community lamong the 
participants of the cooperative venture. 

ASEAN faces no such relatively favorable external circumstances 
that the West Europeans had in the ipast 2,5 years. Southeast Asia 
as a whole has never had the same degree of co.mmitment that the 
major Western countries in Europe or the West Asian countries 
had received from the United States. Detente between isnper-powers 
in recent years has also decreased the inclination of the United 
States, the Soviet Urdon and their allies to win political smpiport 
through massive foreign axd programs. Most im.portant of all, there 
is a feeling of (uncertain commitment among the ASEAN nations as 
to what the regional cooperative body is for. Quite apart from 
plaftudes alluding to the search for economic advancement, social 
development and regional security and .peace, there is as yet 
uncertainty as to whidh of the ASEAN nations should become the 
core nation in forging a strong sense of regional .poUtical identity 
and commitment. 

The new balance in Asia and the Pacific has made attempts at 
developing th's new sense of political commitment difficult. ASEAN 
leaders and spokesmen are reluctant to speak of piolitical issues, 
either those pertaining to the region itself or much less those outside 
of their geographical area. This over-cautious attitude needs to be 
overcome if regional cooperation and integration is to have any 
future in Southeast Asia. It needs to be overcome if only because 
future trends in international politics do not show any inclination 
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toward the possibility of creatiiij a souse of threat shared by all of 
the ASEAN member-states. Neither the retrenchment of American 
military power from Vietnam nor the perceived economic domination 
of J3,pan w/11 create the degree of political affinity required to taring 
about a greater sense of community and an increasing feeling of 
mutual trust. 

The strive towards political commitment among ASEAN member 
ccantries is made the more diffcult because of traditional ties that 
each member natio,!i has in terms of its ideological orientations 
and international commitments. Although the world is already 
talking largely in term.s of peac.-! throiigh international economic 
cooperation, most of the ASEAN nations have yet to readjust their 
political outlooks to the changi'ng realities. This in itself will not be 
able to be brought abciut by any .number of commodity agreements, 
tourist traffic, cultural exchange and other siubsidiary indicators of 
regional integration. 

Will ASEAN survive the criacial test of its long-term 
raison d'etre — thiat of its being primarily a credible and viable 
political institution ? Perhaps the problem of political commitmpnt 
may be postponed until later, when all the numerous technical and 
economic agreements reached among the member-states form a 
cumulative, minimum base upon which the emerging political 
stnucture can be set up. After all. Western Europs has not unfl this 
day settled the basic issue as to which country should lead Europe 
as a political entity. 

ASEAN's future will in many ways be determined by the political 
willingness and ability of the politically relevant strata in all of the 
participating member-nations to eventually support common political 
institutions, extend generalized political loyalty to them and operate 
these institufons with ,o,r5equate mutual attention and responsiveness 
to the .needs and aspirations of all participating units and sub-units. 
The task is hard to bear and its path w'.U be replete with hurdles 
difficult to overcome. 

But the; attempt must be made nevertheless. Southeast Asia has 
ofteft.las.en. referred to as a. fictitive entity. ASEAN, too, shares this 
conceptual; connotation. Great e::teiprrses, after all, originate in 
some measure from fictitious and conceptual thinking. The problem 
in whether ASEAN today can be transformed from an uncertain 
commitment to a more workable and tenacious political effort. 
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ASEAN AND EAST ASIA IN TOE 
SEVENTIES : SOME REMARKS" 

LIE TEK TJENG ; , . 



INTRODUCTION 



The main task facing the develoipniig countries of ASEAN in 
particular, and of Southeast Asia in general, in the 70s is economic 
development that would increase the standard of hving of the 
peoples, and the precondi"tions that would guarantee the success of 
economic development are 1)^ order and etabiUty and 2) aid from 
developed ccimtries. Here it can not he denieid that these pre-con- 
ditions for economic development will be greatly, if not decisively, 
influenced by the countries of East Asia, meaning primarily the 
People's Republic of China and Japan. 

That .'s to say, Chinese subversive activities among the reputedly 
20 million-odd Overseas Chinese that have remained Chinese 
citizensi and 'Southeast Asians of ethnic-Chinese origin and among 
communist and leftist elements orienting themselves towards Pekfng, 
could fatally Influence political and economic stability with all that 
this entails for the process of economic development. On the other 
hand, Japan, as the third economic power in the world and the most 
advanced industrial nation in Asia, could considerably speed up the 
process of economic development of Southeast Asia, .primarily by 
providing a'd in. capital and technical skill. Hence it is, perhaps, 
not exaggerated to state that the relationship between the countries 



* .The views expounded in this article: .are tjie personal views . Qf the 
author and do not automat-'cally represent the point of v'e^y of the 
National Institute- for Cultural Studios or of any other institution 
with which the author ha.ppens.tp.be affiliated, 

I- The Overseas Chiinese that a?'e Chinese citizens can be div'ded into 
clfssena of the People's Republic of China and those that acknowledge 
and hold citizenship papers from the Republic of China in Tniwan. 
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of Southeast Asia aad tlieir East Asian neighbors China and Japan 
is important for both the economic development of Southeast Asia, 
and order and stability in the Asia-Pacific region. 

In view of the im;portance of the problem, the f>resent article 
would like to focus o,u the relationship betwesn the ASEAN 
countries and their East Asian neighbors in the seventies as seen 
from Southeast Asia in general, and from Indonesia in particular. 
Th's article does not pretend to be either complete or exhaustive 
but will simply discuss some of the important problems besetting 
the relationship .between the countries of ASEAN with their East 
Asian neighbors that are ,now evident. 



ASEAN AND THE PEOPLE S REPUBLIC OF CHINA 



As a result of the historical past only Indonesia, of the five 
ASEAN countries, has ^recognized the People's Republic of China as the 
central government of China and has establis'hed diplomatic relations 
with her, even though thes,-; relations liave been frozen following the 
September 30 Movement in 1965. Thailand' and the Phmppines 
recognized the Chiang Kai-Ghek/Kuomintang Government as the 
central government of China a,nd were, subsequently, mobilized by 
the USA in the latter's "Containment of China Policy" in the Cold 
War as best symbolized by their membership in SEATO; whereas 
the erstwhile British colonies of Malaysia and Singapore do not 
have diplomatic relations with either Peking or Taipeh. However, the 
fundamental change in American foreign policy from confrontation 
to peaceful coexistence with tiie communist world so as to avoid 
nuclear war at all costs for the good of humanity, inevitably led 
to a complete reversal of her China policy. 

That is to say, as is generally well-known, throughout the Cold 
War the USA was the mainstay of the Chiang Kai-Shek/Kuomintang 
Government in Taiwan whom she recognized as the central govern- 
ment of China, and the ilfiain objective of her Far Eastern policy was 
containing the People's Republic of China. With this objective in 
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mind, American policy throughout these years was to "encourage" 
her allies and 'beneficiaries to establish diplomatic relations with the 
Chiang Kai-Shek/Kaomintang Government and to enter military 
nlliances, like SEATO, that were directed against Peking. Withiii 
this context, Nixon's decision to seek a d'^ente and a rapprochement 
with the People's Republic of China as symbolized by the Kissinger 
and ths Nixon visits, practically sounded the deathknell for the 
Chiang Kai-Shek/Kuomintang Government in Taiwan while at the 
same time causing outcries of indignation and betrayal among her 
most loyal Asian allies wlio were not forewarned and were now lett 
on their own trying to mend their relationship with Peking. 
Needless to say, this dramatic change in American China policy also 
changes the international situation in favour of the People's Repaiblic 
of China. 

That is to say, the Albanian resolution that for years had been 
blocked filially obtained a majority of votes in the UNGA debates 
in October 1971, resulting in Peking re;placing Taipeh as the central 
government of China in this international organization. Secondly, 
preceding or following this event, quits a mumber of countries that 
have hitherto withheld recognition or continued to have diplomatic 
relations with the Chiang Kai-Shek/Kuomintang Government, 
decided to recognize the People's Rep'ublic of China as the central 
government of China. Among the important countries to db so were 
Canada on the American continent; Italy and West Germany in 
Europe (England and France had done so much earlier) ; and Japan 
in Asia. And at the time of writing, the new labour governments 
of Australia and New Zealand are in the iprocesis of establishing 
diplomatic relations with Peking. 

If any lesson is to be learned from the dramatic reversal of 
America's China policy, then this seems to be that even the most 
powerful nation on earth, after twenty-odd years of ignoring Peking 
and of trying to uphold the myth of the Chiang Kai-Shek/Kuomintang 
Government in Taiwan representing the 6O0 million-odd Chinese, had 
to come terms with the reality of Peking. If this is true, then it 
seems lunavoidable that, in duie time, the Southeast Asian neighbors 
of China, including the members of A'SEAN, also have to come to 
terms with the reality of Peking no matter how inpalatable this may 
seem today. However, soms basic problems underlie the establishment 
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or de-freezing of diplomatic relations between the countries of 
ASEAN and the People's Republic of China, 

Two criteria that, at present, seem very likely to determine the 
timing of the establishment or de-freezing of diplomatic relations 
between the ASEAN countries on the one hamd and the People's 
Republic of China on the other are : the degree of success of 
economic development of the ASEAN countries and, the degree of 
their snuccess in nation-building vis-a-vis their citizens of 
ethnic-Chinese descent. That is to say, the ASEAN countries, with 
the exception perhaps of Singapore, cciuld be said to be in the 
beginning stage of their industrialization, and poverty could be said 
to be a general rather than an exceptional phenomenon. Poverty means 
dissatisfaction, usually directed against those in power, and this is 
the best breeding ground for extremist and communist activities. The 
problem, therefore, facing the ASEAN governments is: wciuld the 
estahhshment or d'e-freezing of diplomatic relations with the People's 
Republic of China lead to an upsurge of extremist and Peking- 
oriented communism that would affect political and economic stability 
in their countries ? It is obvious that, considering the prevalent 
reserved if not outright suspicious attitude of the ilSEAN coiontries 
towards communism in general and the People's Republic of China 
in piartioular, these countries wouJd not easily establish or de-freeze 
diplomatic relations with the People's Republic of China. And even 
though P.M. Choia En-lai's repeated assurances to visiting delegates 
that "China will not interfere with the internal situation in 
Southeast Asia" has been noted with satisfaction', the difference 
between policy and execution is a rather common occurrence in Asia! 

Besides the above common ASEAN problem vis-a-vis the 
People's Replblic of China, each of the ASEAN countries have their 
own specefic problems as follows: Thailand, that is practicality 
bordering on the People's Republic of China and whose present 
regime is anti-communist, realized that memibership in SEATO did not 
buy her security from China. The problem facing her decisionmakers, 
therefore, is: what guarantee, instead, could she get so as to assure 
her of China's good behaviour in the futm^e? The Pliilippines could 
be said to be. in the same position as Thailand except that they are 
separated from China by the 'South China Sea, giving her a greater 
sense of security as long as China has not yet developed a powerful 
navy. 
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Malaysia and Singapore, enjoying greater prosperity than tlie 
other ASEAN countries and not havinig diplomatic relations with 
the Chiang Kai-Shek/Kii'omintang government ia Taiwan, seem 
to be in the best position to open diplomatic relations with the 
People's Republic of China. In fact, Malaysia, that is advocating 
the neutralization of Soaitheast Asia which necessitates the co- 
operation of China, seems to be leading the process of opening 
diplomatic relations betwe'en the couoitries of ASEAN on the one 
hand and the People's Republic of China on the other; whereas 
Singapore, because of the ethnic descent of the majority of her 
PQpulation, iseems to deem it prudent to wait for Malaysia and 
Indonesia before doing so lest this srouise siiS;picion among her 
predominantly Malay neighbors that could be fatal to her future. 

Finally, with regard to Indonesia's relations with China, the 
traumatic experience of the Septeraber 30 Movement that was 
openly supported by the official Chinese mass media for quite a while 
should never be under-estimated. Indonesian feelings towards China 
could, perhaps, best be compared with French and Russian feelings 
towards Germany. Even though Indonesia has noted with satisfaction 
the considerable lessening of anti-Indonesian proipaganda in the 
official Chinese news media and contact has been made betwcien Chi- 
nese and Indonesia^n diplomats recently, it seems that a more positive 
guarantee that China will not interfere in Indonesia's internal 
affairs and that it will not adversely influence both the lOverseas 
Chinese and Indonesian-Chinese will be necessary before normalization 
of Chinese-Indonesian relations cciald take place. 



ASEAN AND JAPAN 



In contrast with ASEAN-China relations that are primarily 
political as suggested above, ASEAN-Japanese relations could be 
£;aid to be primarily economic. That is to say, the primary task of 
the ASEAN countries in the next decades is economic development, 
and the American decision to lighten her burden amd have Japan 
undertake part of the task of aiding the developing Asian countries, 
means that the success or failure of the economic development of 
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the countries of ASEAN will be influenced by the role of Japanese 
aid, primarily in skill and capital. 

However, ASEAN-Japanese co-operation is easier said than 
done. For one thing, the leadership in the countries of ASEAN were 
the j'oung men and women that experienced the Japanese occupation 
during WW-II, and not a few among them have still bitter memories of 
the Japanese occupation army and the notorious kempeilai or 
military police. Hence suspicion of Japan is still lingering and could 
explode in the opien through the uaitactical behaviour of Japanese 
officials or businessmen or an unfortiunate incident. For another 
thing, the leaders in the countries of ASEAN are generally familiar 
and knowledgeable with the west which they knew as a result of 
the colonial period and, even more important, through the education 
they received in western schools. This, however, could not be said 
about ASEAN- Japanese relations. 

Japanese interest in ASEAN, and Southeast Asia in general, 
could be said to evolve primarily around economic interests, to wit: 
as the source of raw materials and market for Japanese industry. 
However, if Japan is really interested in permanent cordial relations 
with ASEAN, then she must have a working relationship based 
on mutual understanding and mutual appreciation. Japan can not 
only luse the "functional approach" that has hitherto been too 
evident. Japan must be iuned in towards the aspirations of the 
peoples of ASEAN and, in order to do this, she has to invest in 
education and the younger generation which, hitherto, has not 
received priority in Japanese programs. This is an unexciting and 
unattractive tfiisfc that \vill not yield direct results bia.t seems to be 
inevitable if Japan is interested in permanent relations with the 
countries of ASEAN. 

As a Japanese professor remarked recently, for centuries Japan 
has been borrowing from abroad: from China in the ancient past, 
and from Europe and America in the recent past. Japan has 
proved to be an excellent student in the past, but will 
she also turn out to be an excellent teacher in the future ? To borrow 
is not exactly the same as to lend! It seems to us that, Uke the 
Americans in the post WW-II world, the Japanese will have to 
learn how to lend! Only the Japanese may have the advantage that, 
as Asians and as recipients of American aid in the recent past, 
they may be more sentive to realize that the way of londina can 
sdmetlmes double the value of aid extended! 
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CONCLUSION 

If the above observations are not completely wrong or irrelevaiit, 
then perhaips the following conclusions can be drawn : 

1. It seems that in cnr one-physical-world of today where even the 
most powerful nation on earth has to come to terms with the 
reaUty of Peking, the ASEAN countries too can not indefinitely 
continue not to have diplomatic .relations with their giant 
neighbor in the north. It seems that the establishment or de- 
freezing of diplomatic relations is oinly a question of time which 
will primarily be dletennihed by the readiness of the People's 
Republic of China not to interfere, both in word and in deed, 
in the internal relations of the ASEAN countries and not to 
influence adversely the overseas Chinese and ASEAN citizens of 
ethnic-Chinese origin; 

2. It seems also that the very need of the ASEAN countries for 
Japanese aid in order to realize their national goal of national 
development will necessitate them, socner or later, to review 
their relations with the People's Republic of China whose 
national interest will not allow a preponderant Japanese 
influence in the strategioally-situated ASEAN countries which 
aboimd in natural resources; 

3. With regard to ASEAN-Japia.nese relationis, it seems that 
constant efforts should be made by both sides to better under- 
stand and better appreciate each other so as to continually 
strengthen the fo-andation of ASEAN-Japanese relations. It 
seems that, in the long run, education and the young generation 
will be the best guarantee for permanent and cordial A'SEAN- 
Japanese relations; 

4. It can not be denied that the recent historical past, to which 
should be added ideological differences in the case of China, 
does not work in favour of harmonious ASEAN-Chinese and 
ASEAN-Japanese relations. Hence extraordinary efforts will 
have to be made by both sides to develop harmonious and cordial 
relations that could have an important, if not decisive impact on 
peace and stability in the Asia,/Pacific region which, in turn, 
will affect world peace in general. 
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FOKEIGN ECONOMIC RELATIONS - 
SOME TRADE ASPECTS 

SUMITRiO DJOJOHADIKUSUMO 



We must always bear in mind that there is a close relationship 
between our economy and international political and economic 
developments. It is proper that Indonesia's foreign relations be 
viewed from the persipective of our national interest. The same 
applies to this country's role withili the international and regional 
economic conmuunity. Our policy steps within this context represent 
efforts to safeguard the national interest. The outward actions shall 
represent a follow-up of policies in order to overcome problems 
within the country. 

In the economic trade field everything moist be looked upon as 
an entity which includes the preliminary studies and actions within 
the country with regard to policy in the fields of trade, trading 
regulations for the export commodities, and the problem of institu- 
tionalizatiom. Without neglecting the relations with the communities 
of wider scope, e.g. the world trade institutions (UNCTAD, GATT, 
etc.), Indonesia's attention and activities should be centered an the 
common interest of the Southeast Asian countries associated in 
ASEAN. 

The Southeast Asian countries have open economies and they 
are prcdiucers of primary commodities. They have a common interest 
and share the same difficulties on the international markets, and 
they must face jointly the giant economic power groups that 
dominate the present international trade pattern. 



n 

The pattern of approach referred to above underscores the 
concept of regional cooperation in tackling the concrete problems 
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of common interest which are most im,portant to the economies of 
the countries concerned in the Southeast Asian regioin. 

This a.pproach has resulted in the setting-up of various forms 
of cooperation in the commodity field emhodied in commodity 
associations. These associations represent a forum of the producing 
countries only for the commodities concerned. So far they comprisei : 
a) for rubber, the Association of Natural Rubber Producing 
Countries (ANRPC) with Indonesia, Malaysia, Singapore, 
Sri Larika and South Vietnam as members; 

■b) for copra, the Asian Coconut Community with Indonesia, 
Malaysia, the Pliilippines, Sri Lanka and India as members; 

c) for pepper, the Pepper Commiunity with Indonesia, Malaysia 

and India as members; 
■d) com and tapioca, with Imdomesia and Thailand as members. 

The membership of the commodity associations is not restricted 
to the ASEAN member-countries (Indonesia, Malaysia, Philippines, 
Singapore, Thailand), fcfuit is also open to other producing countries 
of the commodities concerned. However, the fact shows that it is 
the ASEAN member-countries which dominate most of the production 
and export of the commodities concerned or which have a special 
intei'est in their marketing. By this form of cooperation the raw 
materials producing countries can maintain their position on the 
international market on the basis of exchange of information on 
marketing matters, joint activities in the fields of research, quality 
control, standardization of goods, gales contract conditions, land 
productivity technology, pest control, transiportation, etc. 

This cooperation can still be expanded to cover other similar 
commodities which play an important role in the economies of the 
cciuntries in Asia, primarily the ASEAN countries. At the moment, 
a study is being conducted on cooperation with respect to timber 
which re5presents a common interest of all ASEAN countries. 

The usefulness of the common stand of the ASEAN member- 
countries became obvious at the forums of world institutions such 
as the UNCTAD (UN Conference in Trade and Development), 

1 There is an' important distinction between the commodity associations' 
referred to above which represent a forum of producing countries, and 
the commodity agreements, e.g. with respect to sugar (the International 
Sugar Agreement) tin (International Tin Agreement), coffee (Internar, 
tiomal Coffee Organization), etc. The Commodity agreements comprise' 
both the producing and the consumer countries. 
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ECOCOG (UN Economic and Social Cooincil), GATT (General 
Agreement on Trade and Tariffs), FAO (UN Food 'and Agricultural 
Organization), and ECAFE (Economic Commission for Asia and the 
Far East). 



- in 

Moreover, joint-actions have become a conduio sine qua non for 
the Southeast Asian coomtries in the face of major changes in 
international developments. 

The world trade system has aiow found itself at a crossroad. 
The future framework and pattern of the world trade will be very 
different from the pattern familiar to us thus far. In the meantime, 
the rules and procedures of the world trade have not yet been 
adapted to the new developments, which has given rise to various 
problems. For example, no' satisfactory solution has yet been found 
with regard to the iutema.tional monetary problem and the rules of 
international payments. Many aspects of international trade constitute 
a reflection of the lack of adjustment to the process of changes 
referred to above. 

In this setting of international economic turbulence, the factors 
which dominate the world trade movements are related to the 
emergence of giant ecoiuomic powers in four major communities or 
entities. Each represents quite a significant trade power, to wit : 
the European Economic Community (EEC), the United States, Japan 
and the socialist cctantries associated in COMECON^. In addition, 
it is expected that the People's Republic of China will assimie a 
role of considerable impact on the equilibrium. 

Meanwhile, the relations between the developing and the 
developed countries are still far from harmonious, and they have 
so far failed to encoiurage a rapid development of the trade relations 
between these two categories of countries. Also, they have so far 
failed to encourage an optimal expansion of the world trade. 

As a reaction to the increasing role of the major economic power 
groTips, the developing couijitries. are inclined to consolidate 
themselves into regional or aub-rcgional communities. 

3 Sec author's work: Prospects and Constraints in World Trade (Rotter- 
dam, 13 June 1972). 
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IV 

This inclinatioin has been gaining more weight since it was 
felt that the U.N. World iiiistitutions such as UNCTAD and ECOSIOC 
served only as an international platform where the developing 
countries could express their views and let their views be heard 
on the problems of trade and developmenit. However, as bodies amd 
channels for the concrete realization of certain policies, they have 
been powerless thus far. This became very obvious at the 3rd 
UNCTAD Conference held in Santiago, Chili, in April/Miay last year. 

One of the reasons was that the group of developing countries 
which represented the "Third World'" community constituted a 
heterogenous and too multivariate a grouip. There were differences, 
sometimes sharp contradictions, in the approach to problems and 
the evaluation of conditions; not only between the continents of 
Asia, Africa and Latin America but even within the respective 
continents there were differences and contradictions between groups. 
This made it very difficult to build a strong platform which would 
bind the ''Third Worldi" cou.ntries into a single front capable of 
facing the giant economic power groups now dominating the world 
economy scene. 



V 

On the basis of the foregoing experience and facts, Indonesia 
and her neighbomir co'untries in Southeast Asia are focussing their 
attention on joint cooperation which is being nurtured and developed 
in ASEAN as a common frame and body. Without neglecting the 
maintenance of relations with the international institutions which 
aire general in nature, ASEAN now is regarded as a more effective 
channel to advance the common interest in the field of international 
trade, especially in order to face the big economic power groui>s. 

Special attention must be given to the relations with the 
European Economic Community (EEC). The entry of Britain into 
the EEC has made this commomity one of the most important trade 
forces in the world. The development of the EEC is of great 
significance and has a wide impact especially on the countries in 
Southeast Asia. 
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Not only because the EEC is a big economic community by 
its own virtue, but also since the countries in Southeast Asia are 
facing several problems related to the EEC which constitute a main 
market for their export goods. 

A group of African countries which are former French colonies 
(grouped into the Yoande Community) enjoys preferential treatment 
in the form of import duty facilities for their goods exported 
to the European market. This placed the Southeast Asian countries 
in an unfavourable position since they too produced much the same 
raw materials a,nd agricultural products, including vegetable oil 
(palm oil, etc.) copra, rubber, tobacco, coffee, etc., on which higher 
duties were imposed by the EEC. In addition, the EEC also provides 
restrictive duties on processed agricultural commodities. 

With regard to light industrial products, the EEC has not yet 
imposed quota restrictions as has been done by the US on textiles 
from Japan, Hong Kong, and several other countries. The danger, 
though, exists that it may ■do so in the future. 

lOn the other hand, the processing of agricultural commodities and' 
raw materials and industrial growtli is important in the developm^ent 
process. It is in this context that we must see the common stand 
taken by the A'SEAN member-countries in order to overcome the 
problems arising from its relations with the EEC and which most 
probably will also arise with the other economic powers. The 
common stand referred to above is a logicail follow-up of the 
development of the commodity associations for rubber, copra, pepper, 
corn and tapioca as touched upon eariier. 

A joint approach of ASEAN to the EEC was explored for the 
first time in Brussels in November 1971 at informal talks initiated 
by Indonesia upon request and on behalf of all ASEAN member- 
countries. The approach, still informal in nature, was resumed in 
.Jakarta in February last year (1972) between Prof. Ralph 
Dahrendorf, Commissioner for Foreign Affairs of the EEC and the 
Indonesian Minister of Trade. 

Siuibsequently at the Annual Meeting of the ASEAN Foreign 
Ministers in April 1972, it was decided to set up a Special Coordinating 
Committee of ASEAN (SCCAN) as official channel in the economic- 
trade relations between ASEAN and the EEC. SCCAN is temporarily 
located in Bangkok and its chaimianship is held by the Indonesian 
Minister of Trade. 
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VI 

The first meeting of SCCAN was held on 7—8 June 1972 where 
agreement was reached on trade problems. This was formulated 
in a joint memorandiiuai as a common basis for negotiations 
with the EEC. The first meeting between the EEC and ASEAN/ 
SCCAN which was official in nature took place in Brussels on 
16 June 1972. On the occasion the ASEAN delegation was composed 
of delegates from all the member-countries and led by the Indonesian 
Minister of Trade. The Brussels meeting agreed and formally- 
recognized the establishment of a continuous institutional relationship 
between the EEC and ASEAN as two communities which are equal 
in rank and standing. 

The purpose of the institutional relationship is to serve as a 
channel for a contimuous dialogue, for joint-discussion, and for 
efforts to overcome trade problems in the relations between the 
EEC and ASEAN. 

On the part of the EEC, the possibiUty is being explored for 
the establisthment of a special department to serve as 'SCCAN's 
counterpart. In this way, an important start has been accon^plished 
for handling the further contacts since everything involves jobs 
which have to be carried out seriously by both parties for a long 
period in the future. 

At the present stage, agreement has been reached between the 
EEC and ASEAN on certain matters which would require immediate 
tackling. , 

The most important were the general problems of trade including 
the consequences of an expansion of the EEC membership, 
the Generalized System of Preferences in order to expand the 
preferences of the EEC to include the processed agricultural 
commodities, the semi-finished and the finished products exported 
by the ASEAN member countries; ocean shipping; economic and 
technical aid (including assistance in developing a statistical centre 
for the ASEAN countries as a most essential basis for strengthening 
ASEANs position in negotiations with other economic communities). 

VII 

Cooperat'on in regional or sub-regional power groups which 
strives for common interest or in order to face a common 
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problem as established within ASEAN and manifested in 
its relations with the EEC may very well become the 
future pattern of activities which in the long irun will be 
most beneficial to the countries in Southeast Asia. It is true 
that at this stage the structure of cooperation of ASEAN/SCCAN is 
still far from the a.dvanced cooperation between the European 
countries within the EEC However, we may expect that the 
developing Southeast Asian couaitries will more and more avail 
themselves of the pattern of cooperation through ASEAN in their 
rapprochement not only with the EEC, but also with other giant 
economic powers, the USA, Japan, OOMECON, and new possible 
communities in the Pacific area^ in the future. 

All things considered such cooperation has become a conditio 
sine qua non indeed in the world trade system and pattern which 
are now going through major changes as explained earlier. 

ASEAN is facing the grouping of the world's big powers, with 
am outward looking mind prepaired to enter into .discussions with 
any country and regional group. 

ASEAN's posture of an outward looking mind is the only 
alternative because of its economic structure which is still based 
on primary production and its open economy, its geographical 
position and the geopolitical developments in the neighbouring areas. 
In addition, it is indeed a fact that the solution of our long term 
problems shall increasingly have to be found in continuous efforts 
to be unidertaken jointly in relation to other countries or power 
groups in the world. 



VIII 

There is still another asipect of the cooperation between the 
ASEAN countries which requires diu,e attention and encouragement 
since it has great significance over the lonig run. Beside 
cooperation in the field of trade as being implemented now, efforts 
must continuously be made toward the creation of a common market 
within ASEAN and probably even more a closer pattern of coopera- 
tion. In spite of everything, we have to continuously develop our 

* See author's book: The Future of the Pacific Commtmiti/ — an 
Indonesian Vicio (Wellingiton, New Zealmid, 18 May 1972). 
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relations with ths big power groups, being aware that there are many 
trade barriers which we have to overcome phase by phase as to the 
processed agricxiltural commodities, semi-finished and finished 
products. In view of this fact, it is essential that our efforts be 
stepped up toward the establishment of a regional market within 
ASEAN. This would open the possibility for each country to 
simultaneously increase its productivity and overcome the various 
barriers against industrial expansion. 

Individually, the ASEAN member countries are not strong 
enough to suipport efficient production units which can also be a 
match for competition from outside. Quite often, the setting up of 
an ind)ustry in a Southeast Asian country is impeded by the 
limited market within the country. Jointly, however, the ASEAN 
member-countries can take advantage of the big market they jointly 
possess. 

In this context, a survey has been completed by a UN 
Team (sponsored by the UN'DP) upon ASEAN's request*. The "Kansu 
Report'' recommended three methods of approach toward the 
development of ASEAN economic cooperation: selective liberaUzation 
in the field of trade leading gradually to the long term objective 
of a free trade area within ASEAN; complementary agreements 
for the specialty of each country, and policies of the respective 
governments in the fields of taxes, finance, etc. with a view to 
encouraging the specialty; an arrangement on the division of field 
operations as to certain industries among the fellow ASEAN 
members. The ^'Kansu Report" also included a survey, rather of a 
pre-feasibility study in nature, on 13 types of industry which 
covered various chemical industries and the industry of auxiliary 
products including fertilizers, carbon black, glass, small machines, 
typewriters, printing machines, etc. If the siuirvey is correct and well- 
founded, many ,prod'ucts can be manufactured to meet the demand 
whithin the Southeast Asian region. This affords chance for the 
ASEAN member-countries to cooperate in the field of industry and 
trade in order to develop a common market in the future. 

At this time the suggestions and recommendations of the 
"Kansu Report" are being further studied by the respective ASEAN 



+ Report of a United Nations Team : "Economic Cooperation, for ASEAN-"', 
April 1972. The Survey covered a period of two years : March 1970 — 
April 1972. Conducted under Prof. Gunal Kansu, the report is known 
as the "Kansu Reiport", 
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member-governments and the competent agenci^ in the respective 
countries. It is still premature to draw definite conckisioais on the 
concrete steps to be taken in the context of a common market. 
However, in spite of everything, looliing far ahead, it is a fact that 
the ASEAN coumtries jointly foi-m a commuinity of 230 milUon 
people. At the present stage, its per capita income is still low, but 
the community is leading toward a rising .development so that it 
will become a most important and uainegligible market. 
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DOMESTICATION OF 
MULTINATIONAL CORPORATIONS 
AND SOUTHEAST ASIA * 

J. PANGLAYKIM (PANGESTU) 



INTRODUCTION 



Foreign enterprises have been in the Southeast Asian region 
for centuries. Depending on the time and political structure, these 
corporations were differently motivated. They have undoubtedly 
influenced the economic and 'business stru'cture in Southeast Asia. 
It all started with the fortune seekers during the commercial era 
(1500 — 1850) who risked their lives and capital in order to gain 
bigger fortunes^. They were granted broad powers in the business as 
well as in the political sectors. 

They were followed by the empire builders during the 
exploitative era (1850 — World War I) , In the process of establishing 
their empires they brought about changes in Southeast Asian 
economic and business structure. It was during this period that the 
various Southeast Asian countries became the main suppliers of 
cheap raw materials to the colonial powers.. Malaysia and Singapore 
were linked with Great Britain, Indonesia with the Netherlands, the 
Philippines first with Spain and later with the USA. 

The empire builders, who were in the mines,, plantations, etc. 
created a one-sided economic structure which has lasted to the 
present day. Forces against this exploitation were building up in 



* This is a revised version of a paper prepared for the Seminar on Trends 
• In. Southeast Asia, organized by the Institute Of Siouthe^ist Asian Studies, 
Singapore, July 1972. ... 

1 Richard D. Robinson, International Business PoUcv j (Holt, Reinhart, 
1964), p. 2. 
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hheir home base as well as in the exploited areas. The trend was 
sensed by many Western enterprises. They tried to maintain their 
deteriorating position through long term contracts, Imown as conces- 
sions. This concession era ended when the Southeast Asian countries 
gained their independence. 

The national era which started around the conclusion of Worid 
War n brought an abrupt end to the poHtical domination by the 
colonial powers. PoUtical pressures and new government poHcies 
were directed toward changing the colonial economic structure into 
national economic structures. The road to change was not an 
easy one. 

With the closure of so many colonial enteaiprises we enter a 
new era international business. A different breed of managers are 
moving mto the Southeast Asian area. These managers are generally 
persons who have not been exposed to the colonial system. Develop- 
ments in the USA, Europe and Japan in the last decade have been 
characterised by a rationahzation process. International business 
has gone through a wave of acquisition and mergers as well as 
expaaision overseas. Direct investment by corporations into varous 
overseas countries and Southeast Asia has become a reahty. 

These corporations, known as multinational corporations, are 
a new phenomenon in international business. The distinctive features 
of direct investment are that : 

(a) it is controlled by a single institution, and characterised by * 
internationail transfer of separate, but complementary, 
factors and input of capital, Jtnowledge and entrepreneur- 
ship ; 

(b) the transfers between the two countries involved are 
traded; they simply move from one point (the investing 
enterprise) to the other^. 

The general trend in the operations of the multinational corpora- 
tions operating in the Southeast Asian countries is to concentrate 
on the exploration of natural resoua-ces, like oil, and other extractive 
industries (with the exception of those coming into Singapore). 



John H. Dunning, "The Multinational Enterprise: Background"; from 
John H. Dunning (od.), The MultUiational Enterprise; (London: George 
AJlen & Unwin Ltd., 1971), p. 16; and also see J. Panglayklm (In 
collaboration with John Ton) Readings in InterTUttional Btwiness and 
Multinational Cdnporatims, (University Education Press, July 1972), 
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But the preference of the Southeast Asian comitries is to encourage 
those multinational corporations operating in the manufacturing 
sector. The Southeast Asian goverrjments are now "courting" these 
corporations to come to their respective countries, offering them 
various types of incentives. 



PARTNERS FOR PROGRESS^ 



In developing the country's economy we could consider (a) foreign 
aid (from donor countries), (b) aid from international organizations 
— (hke the World Ba,nk, the Asian Development Bank, etc,)', 
(c)' direct foreign investimient aoid (d) domestic private investment, 
gtuided by, and within the framework of, the country's policies and 
programs. The policies and programs of the countries should be 
aimed at increasing nationai participation and the welfare of the 
people, in which the parties act as partners for economic progress. 

Foreign aid and aid from international organizations are 
generally provided to finance projects in the infra-structure. 
They are necessary for creating favourable economic conditions: 
good roads must be built, better transiportation provide>d, electricity 
made available, etc. 

National private investment in many Southeast Asia,n countries 
has its limitations. Natimial private investors have limited resoiuirces 
of entrepreneurship; there is usually no developed money and 
capital market and the .business organizational structure is frag- 
mented. Through various programs and policies the government can 
encourage the development of the national entrepreneur. 

From the pragmatic point of view, the Southeast Asian 
countries have to come to a kind of working arrangement with 
foreign direct investors. The foreign direct investors, especially 
those coming in a big way, are the multinational corporations based 
in the USA, Europe and Japan. 

In other words, the attitude towards these multinational 
coriporations in the various Southeast Asian countries is most 

3 Dirk U. Stikker et al, ""The Impact of Foreign Private Investment"; 
In Asian Development Bank, South East Asia Economy in the 1970'Sj 
(Longman Group Ltd., 1971); r 421 
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important. The commitment of these multinatianaa corporations to 
the country's development depends on how the different Southeast 
Asian countries accomodate them and how the muiltinational corpo- 
rations adapt themselves to the proigrams and policies of the 
Southeast Asian countries. The policies of the government will be 
aimed at creating conditions for more national participation in the 
development of the economy. 

There are five key issues which are .related to direct foreign 
investment (and thus related to the multinational corporations). 
They are : (a) the volume of priv.ate foreign investment and the 
amount of co,ncentration and spread, as well as the level of techno- 
logy, (b) ownersihip and control, (c) the sectors in which foreign 
firms are allowed to operate, and those which are reserved for 
national enterprises, (d) the patterns and practices of management 
prefered by private firms aT well as their management philosophy 
and outlook, and (e) government policies towards private foreign 
investors including the .question of monetary retlurns*. 



POSSIBLE CONTRIBUTIONS OF THE MULTINATIONAL 
CORPORATIONS 



The multinational corporations' contribution to the country's 
exiploration and the development of the country's potential resources 
is considerable. Multinational corporations in the manufacturing 
sector have contributed to the development of Eiurope, Singapore, 
Australia and other countries. Their dominating positions in the 
various economic sectors have contributed to the revival of economic 
nationalism. 

The assets of 'direct investment controlled by the USA based 
multinational corporationi.=? are estimated at 56%, followed by the 
UK-based enterprises with 20%, while the remainder is controlled 
by the European and Japeni-based cartels and Zaikai". 

But as the Japanese based Zaikai (formerly known as the 
Zaibatsu) move in and set up factories and production lunits in the 

•i Dirk U. Stiikker et al., ojj. cit.j p. 423 
0 John H. Dunning, op. clt., p. 19. . 
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Southeast Asian countries, their share of control will increase. We 
have seen this development in Thailand, Singapore and Indonesia. 
The textile giants of Jaipan are now fully represented in the Indone- 
sian textile industry. 



TYPES OF MULTINATIONAL CORPORATIONS 



In general there are three types of multinational corporations, 
i.e. : (a) cost-oriented or backward vertical type, (b) the market- 
oriented or forward vertical type and (c) the horizontal orientation 
type^. 

The cost-oriented miuiltinatioiial corporations may be divided 
into two sub-types. One sub-type fociuses its operations on obtaining 
regular supplies of cheap raw miaterial's which they can sell in 
the world market, like oil, timber, bauxite, copper, etc. 

The market-oriented multinational corporations see their 
operations abroad as part of the "sales function". Their main, 
objective is to protect their own domestic products. Many of the 
Japanese Zaikai fall under this category. 

The horizontal type of multinational corporations are in the 
majority. They are mainly in the manufacturing sector. There are 
also two sub-types: (a)' the high technology type of manufacturers 
and (b) the intermediate technology manufacturers. Thus, there are 
multinational corporations which go abroad to exploit market 
potentials because of their limited domestic market, like Philips and 
Nestle. Other multinational corporations invest and operate abroad- 
to secure raw materia;ls for their maniufacturing (as in the case of 
Japan, the USA)' and also to sell their acquired raw materials to the 
world market. Another group goes and invests abroad to utilize 
the market potentla;ls in the different countries and to exploit a 
comparative advantage. 

The intermediate technology type of multinational corporations 
are more Inclined to decentralize their decision making by delegating 
it . to their subsidiaries, while the high technology, type of . multina- 
tional corporations generally centralize their decision making 

« ibid, pp. 21 — 23 , " 



31 



THE INDONESIAN QUARTERLY 



because of their integrated world operation. The chances of friction 
between the high techno'logy type of multinational corporation and 
its host country are obviously greater becaiuBe of its cen- 
tralized decision making. There may develop diisagreements with 
regard to trade flows and other opportunities for manipulation of 
transfer prices. 



OWNERSHIP PATTERNS 

Depending on its specific aiajtuxe, needs, objectives and the 
diemands of the environment of the countries where they are located, 
the predominant pattern of ownership of multinational corporations 
is wholly owned subsidiaries amounting to 62%, divided into sub- 
sidiaries (55%) and branches (7%). The remaining 38% is in the 
form of joint venture of which 9% are classified as majority share 
holders, 7% as minority share holders, and 22% as unspecified'^. 

I am of the opinion that the higih technology type of multi- 
national coriponations wilil mostly be wholly owned subsidiaries, 
with a trend towards joint venture for the intennediate technology 
multinational corporations. 

Another form of cooperation is the karya contract, hke the 
contracts between the oil companies amd the Indonesian stateowned 
Pertamina. Another type of cooperation widely practiced in Japan 
is production through the "Hcense system". Franchises for certain 
patents are bought for a period of years. 



ABILITY TO MOBILIZE RESOURCES - MANAGERIAL ABILITY 
OF MULTINATIONAL CORPORATIONS 

It is generally accepted that the strength of the multinational 
coi-porations lies in their ability to mobilize resources, the application 

7 Richard D. Hays et al., International Business: An Introductfon to the 
World of Multinational Firm, (Prentice HaU, Englcwood Cliff., N.Y.; 
1972), pp. 264 — 268 
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of sophisticated marketing techniques aimdl methods and their 
innovative spirit. 

It is, however, more lappropriate to state that it is their 
"managerial abihty to marshall all the factors of industry in a 
dynamic and creative whole. It is the iskillful organization of human 
talent and initiaf ve, the encouragement of many individuals, repre- 
senting all levels of management aaid many prafessianal disciplines 
to participate in industrial idiecisioii". It is this managerial 

ability of the mnltinational corporations that has been 

singled out time and again as' the major advantage of the American 
based company operating abroad ^. 



ATTITUDES OF THE MULTINATIONAL CORPORATION 
MANAGERS 



It is important to have an appreciation of the general attitude 
of managers of the multinational corporations. 

View on the managers;: Managers of multinational corporatioiis are 
cons'dered in their home base as an elite group. They ]oin the multi- 
national corporations because of the liigh status they can achieve. 
In its turn this has attracted high calibre indiviidiuials to the multi- 
national corporations. Because a'dbnission to the higher raiuks of 
the multinational corporations is very restricted! and selective, only 
those with high qualifications will be in managerial ipositions. The 
business profession carries high prestige, 

Prob&m solving or'ented: These managens are generally problem 

solving oriented. Their b.-sic attitiuide is " that any difficulty 

can be overcome if enough resources and the right aipproach are 
U3ed"». 

Material gain: Material gai'n and wealth are seien as desirable and 
considered as the rewards of one's Success and linked closely to 
achievement. 



Robert W. Sarnoff "Multinationalism: A New Challengo to Manage- 
ment", m Richard D. Hays ct al., loc. clt.; p. 277 

^ Richard D. Hays et al., Ion. clt., p. 98 — 103 
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Risk taking : A manager can only be successful in business under- 
takings if he dares to accept a certain amount of risk. Those who 
take r'sks in a business undertaking and become successful are seen 
as model type entrepreneurs. This has encouraged risk taking 
behaviour. 

Achievement : Achievement is in the eyes of the manager closely 
linked to risk and wealth. Achievement is directly related to hard 
work and success in one's endeavour. Achievement orientation is a 
critical factor in the corporation's progress and the country's 
development. 

Class flexibility : This is related! to achievement. There are no 
traditional barriers such as birth, race and economic standing to 
be overcome. Anybody can become a top-maniager provided that he 
qualifies and performs. 



CONCLUSIONS 



This brings us to the following conclusions. A new breed of 
professional managers ho?jding and managing the various multina- 
tional corporations are now becoming part of the economic activities 
in the Southeast Asian region. The countries in the Southeast Asian 
region are actively counting these miiltinaf-onal corporations. 

As possible partners of economic progress the multinational 
corporations have to take into considerations the environmental 
aspects as v\'ell as the monetary returns. Among the four types of 
possible partners mentioned earlier, the multinational corporations, 
provided that they develop ,a sense of commitment to tlie development 
of the Southeast Asian cciuntries, could become engines of growth. 
This does not mean that the partnership will develop- without 
disagreements and friction. The development of this type of new 
relationship is a slow process. 
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With the coming in of so many multimational coriporations many 
sectors of the naf onal economies will .be penetrated by the giants. 
Especially the corporations based in Jaipan, the so-called Zaikai 
which generally are looking for partners having a strong political 
back:|ng or which are very strong in the distribution side. The 
strong ties of the Japanese Zaikai with certain national and economic 
groiuipings may result in strong feelings of resentment on the part 
of other national groupings and revive a stroiUg economic nationalism. 

In such a case the various governments in the region will be 
pressed to formulate policies which may curtail the activities ot 
the mujltinational corporations. It is not likely that governments 
in the Southeast Asian region will resort to extreme actions like 
expropriation or nationalization (Sri Lanka may be an exception). 

They realize what repercussions expropriation or nationalization 
will have on their respective economies. But efforts towards do- 
mestication of the multinational companies are predictable. 



DOMESTICATION — A HEALTHY WORKING ARRANGEMENT 



Many governments in the region are looking for a working 
arrangement which may benefit the host country as well as the 
investing multinational corporation. Cateora in his article^" suggests 
predetermined domestication. Domestication could involve the 
following aspects. 

Transfer of ownership: This range from 100% transfer of ownership 
to partial ownership. 

Top management: The composition of top managers should also be 
domesticated. 

Decision making: a greater proportion of the decision making 
should be in the hands of the locals. 



1" ibid, p. 101 
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Products: More products should be locally produced making use 
of local raw materials so that less and less m'ateria^s are imported. 
Export: Special arrangements should be made to export the products 
to the internat'anal market. 

There is a danger that the governments will take the initiative 
and force the various multinational corporafons to domesticate 
their orgaoiizations. It is important to note that not all 
multinational corporations will be equally easy to domesticate; this 
depends not only on the wili'aigness of the multinational corpora- 
tions, but also on the type of operations as well as the degree of 
technology involved. 

I foresee that it will be rather difficult for the more 
sophisticated indu;Stries to accept domestication of the'r firms. 
But no matter how, every multinsstional corporation, if it is to 
earn a permanent position in the Southeast Asian region, should be 
prepared to plan a process of domesticafton. The multinational 
corporations could make DJvailable equity participation to nationals 
at a fair price over a period of years. Another important aspect 
of domestication is that they should plan to take in local top 
managers and prepare to give the nationals the same responsibil'ties 
and remuneration as the expatriate managers. They shotdd treat 
them without discrimination. 

Domest= cation cciald include the integration of the local organi- 
zation into the world-wide marketing program, the development 
of the local domesticated companies as far as possible as sources 
of supply of their neected goods, the participat'on of locals in the 
upgrading and development of the distr'blution aipparatus. 

But all these moves towards domestication should also take 
into account the development in the tiasiness infrastructure, such 
as the development of the money and capital market, the development 
of indigenous managerial sources, etc. The cost-oriented, market- 
oriented and the horizontal type of multinational corporations are 
now operating in the Sciiitheast Asian countries. 

The ownership patterns differ from one region in Southeast 
Asia to another, they range from complete ownership to joint 
ventures, franchise arrangements, and karya arrangements in the 
oil .'ndastry. The multinational corporation with their ability to 
combine all the forces and resources is becoming a regular feature 
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in the Southeast Asian economy along with their attitudes towards 
achievement, risk, and problem solving orientation. 

To sum up, we in the Southeajst Asian region, in order to 
develop our economies, aipparent:y have to count on an inflow of 
d";rect foreign investment. Attracting foreign investment is almost 
taintamount to inviting miuiltinational corporations to become possible 
partners for economic rprogress. It is from this pragmatic point of view 
that I would like to view the multinational corporations with their 
strengths and weaknessea. But simiiltaneonsly with the development 
of their participation we must also come up with programs which 
will enable us to increase our national participation in the economic 
progress of the countries in the region. 

Planned domestication by the m)ultiniatioinal corporations may be 
the solution to the problem of how to lessen the possibility of frictions 
between nationals and direct foreign investment. 
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SAYIDIMAN SURYOHADIPROJO 



SURVIVAL AND SECURITY 

The economic and strategic importance of Southeast Asia 
is certainly lain asset for the people living in that area. But it is 
also very attractive to other nations who want to use it for their 
own interests. 

The arrival of the 'European powers in the fifteen hundreds 
resulted eventually in the subjection of the largest part of the 
indigenous people in the area, causing misery and poverty among 
millions of men. 

The Allied victory in the Second World War was a sign for 
the nationalist forces in Southeast Asia to rise. Old (nations which 
have perished during colonization procTafmed their new freedom 
and independence. Subjected to foreign domination for so many 
years, the people wanted a better and more prosperous life, in 
accordance with human dignity. Also the independence of hundteds 
of miUions of people woiuld enable a heailthier development of man 
and of natural resources, that the colonial powers could never 
achieve. Only throug'h (independence can these people participate 
in the overall progress of mankind, while themselves pursiuing the 
goals of a better life and prosperity. 

So the next step .after the achievement of independence should 
be the development of these new nations in order to realize higher 
capabilities among these nations as a further requirement to be 
masters in their own house. This development process has met many 
problems, and among these the security problem may be considered 



* This is a revised version of a paper presented at tlie Franco.Indonesian 
Meeting sponsored by the Centre d'Etudos de Politique ctrangere 
(Paris) and the Centre for Strategic and International Studies 
(Jakarta), Paris, October 1972. 
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as the most crucial. For security problems prevent the establishment 
of the required degree of stability and order which is necessary for 
development. 

The security problems actually started since the establishment 
of independence. The colonial powers did not all accede to the 
wishes of the .people who wanted fi'eedom. It was obvjous that it 
was very hard for those colonial powers to lose such a rich source 
of wealth after having fought a long and miserable world war. 
But on the otlaer hand, the loingiug for a better and .prosperous life 
among the indigenous people after a long period of foreign domination 
had become very strong. More forwardlooking colonial powers 
channeled both movements into a lasting cooperation between the 
new nation and the former colonizer, thereby gaining and preserving 
jpolitioal and economic profit. But there were also less f oi-wardiooking 
powers which tried to suppress the lindependence movements and 
national aspiratioms by force; such was tlie ex\perience of Indonesia. 
Thus when much of the world was lenjoying a time of peace after 
the long tragedy of the Second World War, Large areas of Soiutheast 
Asia including Indoinesia, still had to face the troubleis of war and 
violence. 

However, the reaction from the former colonizers was not the 
only caiuse of security problemus to the new nations of Southeast 
Asia, After the end of the world war two big powers emerged to 
become superpowers, namely the United States and the Soviet Union. 
If during the Second World War the two cooperated in the 
annihilafoji of the Axis powers, soon thereafter the world witnessed 
a fierce competition between these former allies. The competition 
resulted in a strong antagonism short of open war which was 
generally known by the name of the cold war. Because of the global 
interests of the two big powers, it was obvious that almost no part 
of the world was luntouched by the efforts of both sides to gain 
spheres of influence. And certainly Southeast Asia with its 
strategic positiom and economic significance had to bear certain 
effects of the cold war. In their competition for power, both blocs 
tried to enlarge their spheres of influence. It was in their interest 
that las many nations as possible sided with them; to achieve that 
purpose it was considered important to have a foothold in every 
nation and especially among the ruling circles. When the government 
atod the ruling circle of a. nation clearly sided with one of the 
competitors, the other comipetitor tried as much as possible to 



39 



THE INDONESIAN QUARTERLY 



inf 'uence other elements in the nation to topple the government and 
form a new one sympathetic to them; if necessary, even by the use 
of physical v'olence in the form of rebe'Hions or coup d'etats. The 
world witnessed a new form of warfare which was given the name 
of subversion. Especially the new (nations were targets in this new 
method of warfare, aiid amoaig them certainly the nations of 
Southeast As a. Because of her political doctrines, the Soviet Union 
as the champion of international communism had been active very 
early to spread its influence iin Southeast Asia. And where they 
met resistance they did not hesitate to organize disti'jjrbances and 
rebellions, saich as the rebeUron of 1948 in Indonesia, the Hukbalahap 
in the Philippines, and also in Malaysia. 

The emergence of the People's Republic of China in mainland 
China increased the intensity of communist subversion, especially 
in Southeast Asia. The Chinese communist doctrine of the war of 
national liberations provided them with the doctrinal basis for 
initiating efforts land actions to supfiort rebellious movements 
among the non-communist naf ons uoiider the leadership of the 
local communist party. When eventually relations between the 
Soviet Union and the People's Republ";c of China deteriorated, each 
of them continined to support the'r own followers who were also 
competing with each other. Thus the cold war and subversion was 
a source of continuing instability in Soutlieast As' a and in some 
cases even resulted into internal disturbainces ; all of them distracted 
the attention of naf onal leaders from the basic problems of the nation, 
which was poverty aJid backwardness. Development of the nation 
could not take p ace as it should, particularly whien a large percentage 
of the national resources had to be spent for coping with internal 
security problems. 

On the other hand the goverrjnents of the new nations were 
not all comparable to those of old established nations in their 
effectiveness handling the problem-s of their countries. Moreover 
the variety of prohlems which the new nations had to face could 
not be compared to those of the older nations. The education 
problem, for instance, was one aspect wh'ch really had a tremendous 
effect on the national development. Tlie existence of security 
problems for a new nation multiplied the difficulties of her govern- 
ment. 

In recent years the world has seen an improvement in the 
relations between the superpowers and between the United States 
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and the Peoples Republic of Cioina as well. Many people are talking 
about the detente between the West and the Soviet Union : the United 
States is also going to limit the exercise of power in Asia by 
announcing the Nixon Doctrine. 

These new internaf onal developments are certainly very hopeful 
for promoting world peace. But are they really a sign of moderation 
in the ambitions of the two competing communist champions ? If the 
United States is going to withdraw its military forces from Asia, 
will that also be followed by a cessation of subversion from all the 
opposing parties, especially that which takes place in Southeast Asia? 
]b this competition between the two commiuaiist .giants not gong to 
expand in more parts of the world, including Southeast Asi:a? Tiiose 
are the questions which are not answered by the new state of 
relations between the superpowers and between the United States anid 
the People's Repiubl'c of China. 

The fact is that all the Southeast Asian nations still have to 
cope with disturbances which are more or lesis related to Siubversion 
from outsidle- This fact convinces us that the state of secur'ty in 
Southeast Asia not only depends on internaf onal relations between the 
superpowers and the People's Republic of China, but that in the first 
place it w'.U be the result of the national strength of each nation 
and the regional strength of the nations cooperatively. The degree 
of these nations' capabihty to create this strength will also decide 
the outcome of development in the future, which collectively will 
determine the role that Southeast Asia will play in the betterment 
of mankind and in. the preservation of world peace. We in Indonesia 
have termed that oapabil'ty "national resiliemce'", and eventually, 
together with the other nations of iSoutheaist Asia we hope to 
achieve a. "regional resilience". 



THE CONCEPT OF NATIONAL RESILIENCE 

" By national resiUence we mean the dynamic condition of a 
nation which' includes tenacity, sturdiness and touglmess, which 
enables her to develop a national strength to cope with all threats 
and challenges coming from within as well as from without, which 
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would directly or indirectly endanger national life and the struggle for 
national objectives. Direct challenges and threats include physical 
threats and challenges, while by indirect threats we mean those that 
do not luise physical power, such as threats imposed by infiltration 
of foreign ideologies, cultural penetration and so on. National 
res'hence expresses itself in: (a) creative power, in a material as 
Well as in a Ejpiritual cense, (b) productive power, (c) endurance, 
and (d) defense, the ability of offering resistance to any opponent's 
actions and of being able to deliver a counterblow. 

National resilience is built on the principle of self-confidence 
and self-reliance to sihape and preserve the nation according to its 
identity and objectives, without falling into a narrow nationalism 
and isolationism. It does not tend to make the nation antago,nistic 
to the other nations; it is o,n the contrary tending to promote 
cooperation between nations and groups of nations for mutual 
benefit. Moreover, it is opposed to confrontation and any form of 
domination. Tlierefore national resilience is basically defensive in 
nature; it is aimed at developing a nation's own strength and capa- 
bilities to safeguard its future. 

Faced with possible threats, national resihence consists of the 
following elements : (a) ideological strength; the ideological 
strength of the nation must be able to meet the ideological efforts 
of a possible opponent; (b) political strength, consisting of the 
domestic political basis as well as a flexible and effective foreign 
policy; as a consequence of self-reliance, national resilience requires 
a non-aligned and active foreign policy; (c) econoonic strength, to 
provide the material basfis for the nation's resistance to possible 
assaults; (d) cultural strength, being the real source of national 
life, and (e) mihtary strength, to providte the physical capability to 
cope with any form of physical disturbances from the opponent. 

These elements of national resilience are bound to each other 
and form an integrated entity. Efforts to achieve national resihence 
may be seen as distmct but inseparable aspects, namely the 
prosperity aspect and the security aspect. The nation has at all 
times to move in both aspects; conditions determine where the 
center of gravity and priorities must be placed at any given time. 
The present condition in Indonesia, for instance, dictates that the 
center of gravity be on the prosperity aspect without jeopardizing 
the security factor. The increase of prosperity in the country will 
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mark a progress in tlie life of the people and concurrently 
strengthen the nation against subversive efforts. 

We beheve that the implementation of this concept can be 
perfected and thus gives the answer to continiued security problems 
that might occur. When more nations in Southeast Asia start to 
thinlc of their individual national resilience, the result will be a 
regional resilience. Again, it must be stressed that this attitude is, and 
remains, friendly and cooperative to other nations, provided there 
is no ill will on the part of others. National and regional resilience 
will promote moderation in national ambitions and intentions, and 
thus help in the preservation of peace. With the concept of resilience 
and its effective realization, the nations of 'Southeast Asia will be 
able to move fonvard a proper direction of national and regional 
development. 



RECENT DEVELOPMENTS 



The problem of Vietnam is at the present time one of the most 
Important factors that influences the entire situation of Southeast 
Asia. Althoiigh the nations outside Indochina are not 'directly 
involved in the problem, they are nevertheless at least affected in 
an indirect way. The changes it has brought about in the attitude 
of the superpowers will have an impact on the stature of all the 
nations in Southeast Asia. The Nixon Doctrine and the withdrawal 
of US military forces from Sdaitheast Asia will force the peoples 
of the region to rely more on their own capabilities. This certainly 
will cause some diff'culties for those who in the past more or less 
depended on the United States, but if the process talces place 
gradually the outcome will be favorable for all. As a precedent we 
may recall the withdrawal of British military forces from 
certain areas of Southeast Asia which was met effectively by 
those countries that were involved in the process. 

Also, the change of US policy vis a vis the People's Republic 
of China lias made a profound impression on certain countries in 
Southeast Asia. Whether this change will open Southeast Asia for 
Chinese influence in the future, depends on Southeast Asia itself. If 
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the niations in the area ca/ii increase their own strength, the future 
will see a .normal relationshi'p with the People's Republic of China 
without being dominated by that country. The Chinese are relatively 
limited in their capao'ty to exert a decisive influence in the near 
future. Their maim strength is in the field of subversion, which 
they are able to maintair^. Therefore, in normalizing relations with 
China, the nations of Southeast Asia must take that factor into 
ccnsideration. |0n the other hand, Japan's economic power is 
continiuously extending its grip in the area, a fact which cannot be 
avoided for several reasons. The new Japanese-Chinese relationship, 
if it develops into an alliance, will certainly pose grave problems 
for 'Southeast Asia in the futiu-e. 

It is a favoiuiraible truth that ASEAN has grown as a binding 
factor among the five nations of Southeast Asia. By plac'ng the 
emphasis on economic, social and cultural cooperation, this 
EESOciation has made a real stic approach to the achievement of 
closer relations. This closer relationship promotes better understand- 
ing among the member uiations which is very important as a basis 
for further relations among them, suoh as diplomatic consultations. 
One cannot ignore the fact that as a result of its particular history 
each nation has its own interests, and that at times these 
are conflicting. Better understandiuig and confidence in one other 
can draw them closer together to solve conflicting interests in a 
peaceful amd brotherly way. This attitude provides them with a 
possibility of standing together against problems from outsidte. 

We see that in the last years more coordination and coiiisul- 
tation has occured, not only in the economic, social and cultural 
fields, but also in the question of foreign policy. There are even 
coordinating measlures on a bilateral basis among some nations 
to cope with border security problems. With the improvements in 
ASEAN the member countries individually achieve progress in 
several areas, particularly in economic and social conditions, and 
thus the area as a whole will certainly change for the better. 

Another development which is worth mentioning are changes in 
Indonesia. Although only a part of Southeast Asia, the size of the 
country, the large population and rich natural resources, place 
Indonesia in a definitely favorable pos'tion. If this country is not 
behaving in accordance with the required, stability of the area, this 
w'll certainly have a direct influence an Southeast Asia as a whole. 
Since 1966 Indonesia has basically changed internally and has begun 
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to place stabilitj^ and national developmeat at the highest priorities 
in esta.bhshing her national goals. Pragmatic and realistic leaders 
saw the economic weaknesses of the nation and began with economic 
development. This rational behaviciur has as result a gradual 
strengthening of the people's confidence in the government. 
Inflation was curbed effect" vely and other sectors of the economy 
improved as well. Without sacrificing her .non-alignment or free and 
active foreign policy, Indonesia subord'iuated it to the requirements 
of national development. When economic developmi3nt is successful, 
the new capabilities will make I't possible for her to progress also 
in other fields such as education and social welfare. A stronger 
Indonesia will certainly have an r.mportant influence in the develop- 
ment of Soiutheast Asia as a whole. 



FUTURE PROSPECTS 



The growth of the Southeast Asian region will certainly have 
a .positive influence on the world in general and on Asia in 
particular. With its rich natural resources such growth will in the 
first place affect economic condl'tions ; and this will be enhanced 
by the drive among the nations to put a high priority on economic 
development. It can be estimated that within 25 years the face of 
the area w'll be quite different from what it is now. 

Apart from an ecoaomic influence, a growing Southeast Asia 
will also have an infliuence in international politics. A uni'ted 'South- 
east Asia, cooperating in many fields of I'fe including matters of 
foreign policy, is a reality which indicates strength. In the future 
political picture this reality of strength may constitute an element 
in the balance of power i,n Asia. Together with Australia, Southeast 
As'a will form a peaceful crossroads or bridge between the Pacific 
and Indian Oceans. We can visuaUze tha.t materially speak'ng the 
result of the growth of Southeast Asia within the last years of 
the century will be small compared' to that in Japan and the West. 
Nevertheless Southeast Asia has something else to offer to the 
world, if development succeeds. It can give the world a moral force 
based on the cultural and historical depth of the itiations which will 
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bloom again with the arrival of material wealth. It will be a moral 
force to strengthen the norms of humanity, to reinforce the drive 
and urge for social justice for all the people of the world, to 
preserve nature and mankind from all Iiinds of excesses. 

Recent d'evelopmvents in the world and especially among the 
advanced inations show us that people are looking for new values 
in life. Material affluence alone does not satisfy the striving to 
realize a better world. Human relations 'based on individual power 
cannot provide the solution for the problems of mankind. 0,n the 
other hand the total subordination of the individual to coliectiva 
systems and "isms" denies the esiasntial characteristic of the hiuman 
being. The present situation of the world is a clear result of those 
two extremes: ind'vidual power above all on the one band and the 
total collective power on the other. The consequences of these 
attitudes can be seen in the definite gap in prosperity between the 
nations of the world, where a small group lives on a very high 
standard of living while the majority is fighting with poverty. The 
total subordination of the individual to the collective systems 
results in s'.tluiatioins where man is not given the opportunity to 
develop as man. 

Has the time ,not come to revaliuiate these prevalent attitudes ? 
In this respect Southeast Asia, Indonesia in particular, believes in 
the harmony of the individlual and the group, and puts this belief 
into practice. The increaise of her material wealth will certainly 
enable her to enlarge her participation in the world at large. Of 
course these are still things of the fiuture; and to achieve its' realiza- 
tion. Southeast Asia has to take particular care to cope with the 
security problems and make her econom'c development successful. 

In principle, countries like Indonesia have made up their minds 
to solve their problems as much as possible with their own potential. 
But since the progress of Southeast Asia is not only in the interest 
of her own people but is in the interest of all peace-loving nations 
as well, cooperation from without is a very ihelpful factor. 

Nations outside the region can be very helpflul in the security 
sector. They can refrain from interfering with internal problems, 
which has hitherto often occured through various metliods of 
subversion. They can also limit their military activities and 
objectives in the area. The military withdrawal of the Britisla and 
the Americans is a healthy sign in this direction, but it must also 
be guaranteed that no other military powers are replacing the 
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withdrawing forces. The nations of Southeast Asia will continue to 
improve their resilience. However, these efforts will be more 
effective if during the next ten to fifteen years, former practices 
of subversion and military movements from outside are terminated. 
It is true that the Vietnam problem still asks for a solution. 
Whatever development Vietnam is going to experience in her political 
system, the fact remains that she has to live with neighbouring 
nations. Southeast Asia will certainly welcome a friendly, cooperative 
land rehabihtated Vietnam in her midst. But if on the contrary she 
stiould become an ambitious and expansive nation, dedicated to 
spreading her influence or ideology physically and siuibversively 
among neighbouring jyeoples, she would certainly have to expect 
resistance. 

Another problem is Japan. Will strong Japanese nationalism 
combined with economic power result in some form of neocolonialism 
in Southeast Asia ? It is a fact that the Japanese drive for economic 
domination in Southeast Asia is ever growing. It is not impossible 
that in the future this economic power may extend into a military 
power. But it might be wise for present and future Japanese 
leaders to remember that domination does not pay in the long run, 
especially where nations are developing and expieriencing strong 
nationalist feelings themselves. If Japan is' really striving for a 
dominating position in East and 'Southeast Asia, which we hope she 
is not, than the crjitcome will only be chaos and imrest for that part 
of the world. Since Soiutheast Asia constitutes an important part 
of the world, we can imagine that such chaos and' unrest is not 
favoturable for the world community, including Japan. Therefore it 
is advisable for Japan to proceed more wisely in expanding of her 
influence. 

Much the same may be said of the People's Republic of China. 
The principal difference is that in promoting the spread of commu- 
nist ideology in Southeast Asia, this country is certainly interested 
in the deterioration of the present systems and governments. 
Therefore we cannot expect that China will proceed in accordance 
with the need for stability of Southeast Asia. We may even expect 
that she is going to increase her activities in this area to compete 
for influence with the Soviet Union. The degree of these activities 
dentends on her own capabilities at home, where she still has to 
solve some very important political and economic problems. On the 
other hand, it depends finally on the ^Southeast Asian nations 
themselves to cope with these efforts. 

t7 
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How far the Soviet Union intends to enter into the Southeast 
Asian arena remains to be seen. There are quite a numher of reasons 
for her to do so, so long as she is striving for leadership in the 
international communist worM; even more so if she is ambitious 
enough to try to achieve world .domination. However, her political 
efforts will have to face fierce competition from the Chinese, while 
her economy may well find it hs.Td to compete with the Japanese. 
In any event, her entrance into the arena will increase the dangers 
to maintaining stabihty in Southeast Asia. 

Although public opinion in the United States seems to favour 
a radical change in her pos'tion in Southeast Asia, it is quite difficult 
to visuaUze a total withdrawal of tlie United States from the area. 
It is more likely that future United States attitudes in Southeaist 
Asia will be more realistic and selective. That means that the United 
States will encourage the abilities of these nations to be more 
se^f-reliant and to decrease their dependence on her. Prom the 
Southeast Asian point of view this aiew attitiuide is quite reasonable, 
but it should also be borne in m'nd that the development of less 
advanced nations is of world interest and therefore also of interest 
to the United States. Considering the world as a whole, the ever 
growing differences in material prosperity between the advanced 
nations and the developi^'-g nations remains a, menace for the future. 
Even a United 'States which withdraws into her isolated continent- 
bastion will be affected if these differences rgnite various political 
outfciursts throughout the world. Not on^ the Soviet Union, China 
and Japan are important for the future of mankind, but also the 
nations of the Third V/orld even though they may seem very poor 
and unimportant. History ;has S'hoavn that real poverty can be a 
source of miuch social unrest, both good and bad. Therefore it must 
be felt as a necessity for mankind that serious efforts should be 
made to decrease the gap between the rich land the poor. The 
United States could still do much in this respect. 

Since nations in Europe are not involved in the present power 
struggle in Southeast Asia, this duirvey does not touch them 
immediately. But at least they lare expected to use their influence 
to assist in the realization of this iproposition. 

The capabilities of Southeast Asian nations for development, 
particularly Indonesia, are rather limited in the financial sector. 
With these limited capabilities they can certainly go ahead and 
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achieve something. However, one cannot expect outstanding results 
v/ithin a short time. And we certainly agree that the sooner results 
ca,n be gained thrcagh economic developniont the better it is for 
the area concerned and also for the vv^orld. Until now the group of 
nations that form IGGI is playing a magnificent job in the assista,nce 
of development in Indonesia. However, in order to achieve more 
dramatic results in a shorter period, Indonesia needs more support. 
We know of the tremendous capabilities and potentialities in 
Western Europe. Although some Western European nations are 
already giving their assistaince through IGGI, more could be done 
considering their capabilities. 

The nations of Southeast Asia are looking forward to a cloiser 
cooperation with Europe. This should not be too 'difficult to achieve, 
because there has been such a relationship in the past; despite the 
fact that the colonial relationship was not a pleasant one. At least 
their mutual knowledge r.nd acquaintance could be extended into 
a closer a.nd equal relationship. 

After the 'Second World War the nations of Western Europe 
were concentrating their efforts on their own countries and their 
immediate surroundings. After having healed the wounds of the 
war and having achieved higher prosperity than before, we think 
Western Europe can now afford to pay more attention to wider 
interest, i.ncluding its economic interests in 'Sdutheast Asia. Extensive 
cooperation for mutual benefit between Western Europe and 
Scatheast Asia can be very stimulating for the further development 
of the world. Also the other nations of Europe are expected to 
intensify their cooperation with Southeast Asia. All parties have 
certainly something to offer for mutual benefit. 

If the nations of Southeast Asia can maintain security and 
stability, thereby proceeding consistently in their economic build-up, 
it is qu'te certain that the end of this century will witness a 
different situation in this part of the world. And that change will 
definitely not only favor the people of the area but also the other 
psoples of the world. 
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ELITES IN THREE SOUTHEAST 
ASIAN COUNTRIES 



A SOCIOLOGICAL PERSPECTIVE 
SOERJONO BOEKANTO 



PURPOSE AND CONCEPTS 



In writing this essay on elites in Malaysia, Indonesia and tiie 
Philippines, the focus is on civilian and military elites within the 
poVtical systems. The purpose of this inquiry is to discover reasons 
why these elites assume power in Malaysia, Indonesia and the 
Philippines. 

For purpose of this study it is understood that a political 
system is a kind of mechanism for the identification and po3"ng 
of problems as well as the making and administering of dec'sions 
in the realm of public affairs. The official machinery is usiually 
called government, but government cis not tlie single concern of 
politics. In addition, a political system includes the society's historical 
heritage, its geographic and resource endowments, its social and 
economic organization, its ideology, its parties and also its leader- 
ship structure. The scope of this essay wMl be limited to the society's 
'historical heritage and the social organization within the context 
of the political systems. This will be related to the roots of the 
elites' legitimacy. 

In dealing with elites, I will examine exclusively the 
ru'ing nafonal elites, leaving out of consideration terri- 
torially — or ethnically — based local and regional elites, 
religious leaders, and other traditional elites. As Harry J. Benda 
suggests, two kinds of national elites can be discerned in contemporai-y 
Southeast Asia, namely, the iutelligentsia elites and modernizing 
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traditional elites^ The intelligenitsia elites claim that the exercise 
of political power stems from their Westernized education and 
orientation. The most significant feature of snich intelligentsia 
their common experience in training and outlook. In accordance with 
this criteria, the Indonesian elites may ibe considered as an intelligent- 
sia elite. 

Modernizing traditional elites are those who are recruited on 
an ascriptive basis, that is from among established social strata or 
groups. The elites of Malaysia and the Philippines accord with the 
eriteria of modernizing traditional elites. 



AN HISTORICAL ANALYSIS OF ELITES IN MALAYSIA, 
INDONESIA AND THE PHILIPPINES 



Malaysia (especially mainland Malaysia), Indonesia and the 
Philippines have several features in common, among others the fact 
that these countries were under the influence of foreign cultures in 
premodem times, a situation Which was followed by the imposition 
of modern colonial riule and occ'.ipation by the Japanese during the 
second World War. These factors, to some extent, resulted in certain 
impacts upon the structure of elites of these countries. In order to 
obtain a relatively clear outline, the historical analysis of elites in 
these countries, will be seen in accordance with the following stages, 

a. Premodern times 

b. The colonial period ■ . 

c. World War II (Japanese occupation) 

d. Post-War period (World War II) 

a. Premotlern times 

The Malaysian territories share with their neighbors the 
heritage of an Indian religious-dultural influence on their indigenous 

1 Harry J. Benda, "Political Elites in Colonial Southeast Asia; An 
Histor cal Analysis", Comparative Studies in Society and History, Vol. 
VII. Number 3 (April 1965), PP. 233 — 251. 
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cultures. As in Indonesia which was also iinfluenced by Indian 
culture, the most significant characteristic of the political organi- 
zation in the Indiamizad sector was that all power and all rights to 
land were vested in the kingly office. Accession to kinshiip was not 
directly a function of either wealth or ancestry, but rather of posses- 
sion of the royal regalia'^. Kingly power was largely pisrsonal; not 
dynastically institutional. These political groups were not stable entities 
but were loose canfederacies recognizing a charismatic sovereignty 
of an outstanding primus inter pares. There were no landowning 
social classes, because all land beaonged to the kirig or Sultan and 
was farmed by individual peasants. These Indianized poUtics were 
characterized! by division into two social clasises, namely the royal 
and the non-royal, and the political gap between these two classes 
was not spanneid by an institatioiialized system of graded power 
based on landownership or other socio-economic criteria. 

The spread of Islam in Malaysia (Malaya) in the fifteenth 
century did not result in a confhct between indigenous - Indianized 
tradition against Islamic, becaiise the Sultans, in a syncretic way, 
tended to absorb both. In Indcaiesia, especially in the Outer Islands 
Which were less influenced by Indian culture if coonpared to Java, 
Islam almost immediatedy stniick deep and vigorous roots. But in 
Indianized Java, Mam encountered stiff resistance from the ancien 
regime. In the Outer Islands, especially in Sumatra, reUgious leaders 
soon developed as rivals of secular land territorial chiefs, while in 
Java their political ambitions were thwarted by the nominally 
converted god^kings bent on maintaining the slalus-quo. This feature 
has an impact even on the present elite structure in Indonesia. 

In the Philippines, the indigenous 'politicaa unit was the hamngay, 
a territorially circumscribed village group largely bound together by 
kinship ties and led by dalm^. Competition for leadership was a 
constant figrjxe of these smaiU entities, which moreover feuded with 
each other without ever attaining even a limited measure of political 
consolidation into larger, more viable political units. 



Kobert Heine Geldern, Conception of State and Kingship in Southeust 
Asia (Ithaca, 1956). 

David Wurfel, "The Philippines'^ in Kahi-n (ed). aovernments and 
PoUtics of Southeast Asia (second edition, Ithaca, 1964). 
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b. The coloinial period 

According to the incidence and! type of colonial rule and its 
impact on the indigenous elite structure, we can distinguish between 
an indirect rule and a direct one. Malaysia (Malaya) had been ruled 
by the British since 1824 who practised direct as well as indirect 
rule, because on the one hand to some extent it aimed at the 
elimination of the traditional elites, and on the other hand it applied 
a policj^ supporting the continuatiorii of the precolonial system. The 
directly ruled areas were restricted to small, newly created European 
enclaves, named the Straits Settlements. Within the indirect-ruled 
regio.ns, the indigenous elite remained intact and British officers 
assigned to each Sultan were styled advisers rather than residents. 

The Dutch in Indonesia applied an indirect rule. They maintained 
the aristocratic character of the societies of Java, taking over for 
themselves the apex of the pyraj^iid of power and retaining at the 
second and third echelons of authority a considerable portion of the 
indigenous aristocracy who were willing to work with and under 
them. During the brief interlude of British rule (1811 — 1816). 
efforts were made to reduce powers of the Javanese aristocracy, 
tat very little of this program was realized. During the Cultivation 
system which began in 1830, the authoritarian content of Javanese 
society was increased, in particular the relationship between ths 
village and the political structure above it. In Svimatra, Kalimantan 
and Sulawesi, Dutch authority penetrated into remoter areas, 
generally instituting a system of indirect administration thrclugh 
the local aristocracy. 

The colonial society then, was one wherein the indigenous 
elite's surviving elements had come to terms with the colonial power, 
serving as its key agents in an inexpensive but effective system of 
indirect rule and as a buffer between the Dutch authority and the 
peasantry, which still looked to this elite for guidance. And for 
the most part these traditional elites served more as the agents of 
the Dutch colonial regime than as representatives of their people's 
interests. i 

4 

Beginning in the second decade of the 2'Oth century, a new 
western educated elite began to emerge. Most of them were from 
the lower and middle aristocratic strata who had the opportunity 
to pursue western education introduced in Indonesia during the 
Liberal policy decade. But its mumbers remained few and the Dutch 
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circumscribed its rob, so that throughout the course of the Dutch 
co'lonial period, it was unable to effect a sufficiently widespread 
relationship with the peasantry, or to edacate them to the realities 
of their political environment. This elite and other ediacated people 
were allowed no real experience with the institutions of national 
self-government, parliamentary or other. During the colonial period, 
the Indonesians were denied access to constructive political roles. 

In the Philipipines, where the Spaniards came to exercise 
control from the late sixteenth century onwards, a new and 
centralized .political super-structuire emerged. Although they 
implemented direct rule, they had difficiulties because of the limited 
number of Spaniards available to lappily the policy. That was why 
Spanish rule, to a large extent, involved the gradual transformation 
of the pre-conquest Filipino ruling dalus into a privileged and landed 
class of prlncipales. Thus, ailthd'Jigh control remained in European 
hands, land continued to be predominantly owned 'by a segment of 
the indigenoas people. Filiipino society possessed a native class with 
access to an increasing measxirs of social and political power. It 
was from this class that the alien rulers recruited the subordinate 
officialdom on whose existence and loyalty their political hegemony 
lultimately depended. 

The Spaniards also spread Catholicism in the BhiUppines which 
among others ibrought along the so-called compadre ties. The compadre 
ties which is based on fictive kinship between godparent and natural 
parent of a child in the institution of godparenthood, has an 
important secular function as the means for creating a mutual-aid 
relationship between individaals. These dyadic-relationships have 
significant impact on the Filipino political life and their elite's 
structure*. 

Philippine nationalism emerging at the end of the Spanish rule 
in the late 19tli century, strove primarily for political equality within 
the Spanish empire, tiut it did not aim at destroying the social stalus- 
quo of the indigenous elite. American colonial rule, although it began 
with the destruction of the Philippine Republic, immediately turned 
into preparation for autonomy and independence. It helped to 
consolidate the elite and this elite were thus firmly rooted within 
the society. 



4 Carl H. Lande, Leaders, Factions and PartieSj The Stmctnre of 
Philippine Politics, (Yale University, 1965); p, 16. 
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c. World War II (Japanese occupation) 

The western edcicatecl elites, especially in Indonesia (and to 
some extent in Malaysia), remained ipolitically impotent as long as 
colonialism lasted. They had no instruments for iphysical seizure of 
power, and had to content themselves with weapons of ideological 
warfare, political organization and nationalist protest within the 
limits set by their alien ruleris. They had to wait for external 
liberation from colonial rule to step into the political arena as actual 
rulers in their own right. The Japanese occupation performed this act 
of liberation for the western ediucated elites, esipecially in Indonesia, 

The effects of the Japanese occupation in Malaysia (Malaya) 
were, as Dr. J. Norman Parmer suggested", as follows^: 

a. a disillusiormient with British power 

b. a general stirring of Malay political consciousness 

c. the articulation of communal antipathy 

d. the improvement of the Communist Party Organization, and 

e. a general expectation of social and economic change for the 
better when the ocduipation was over. 

Political consciousness arose particularly within the western 
educated traditional elite and among the Chinese. 

The Japanese occupation in Indonesia (1942 — 1945) shook the 
foundations of the Dutch governmental structure and of the society 
Itself. Dutch officials were arrested, and their posts were filled first 
of all by the Japanese officers and later by Indonesians. The Japanese 
used the leaders of the nationalist movem,ent and of Muslim 
organizations, to rally Indonesian support for their war efforts. 
They established Indonesian-officered auxiliary armies in Java, Bali 
and Sumatra. The Indonesians acquired military experience and 
Indonesian nationalism acquired a sciurce of future power. The 
Japanese made possible an organizational contact between lurban 
nationalist leaders who worked with them and the village population. 
At the same time high administrative posts were open to Indonesians, 
both to persons from the old lari&tocratic civil service and to some 
of the younger grccjp of nationalist intellectuals. 

In the Philippines, the Japanese did not vitally affect pre-war 
socio-political structure. After the occupation, the landowning class 



•T. Norman Parmer, "Malaysia", In Kahin (ed), op. cit, pp.- 281 — 371. 
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retained power. Only among the anti-Japanese Filipino underground 
did potential leaders, like Ramon Magsaysay, and I'hihbninJuip leader 
Luis Tanuc, come to the fore. 

cl. Post-War Period (World War II) 

After the second World War, the British Crown prepared to 
continue its policy in preparing for the independence of Malaysia 
(Malaya) . A segment of the indigenous traditional eUte who had the 
opportunity to pursue western education strove for independence. 
Biut they faced difficulties in surmounting the question of unity. Did 
Malayan unity mean merely political cooperation among the commu- 
nities, or did it mean a synthesis of Malay, Chinese and Indian 
cultures ? This difficulty was partly solved by establishing an 
alliance of Malay, Chinese and Indian elites. This aUiance has 
remained at the apex of 'the power pyramid until the present time. 

The situation was diffsrent in Indonesia; the Diutch had never 
prepared the Indonesians for self-government. Indonesians had to 
fight against the Dutch for indepiendence. The Indonesian revolution 
caiised a tremendous change in the elite's structure. A part of the 
traditional aristocracy who cooperated with the Diiitch and with the 
Japanese, lost their posts and a new elite emerged, that is, the 
military intelligentsia. Having played a significant role in the 
revolution, and having gained access to mihtary power, they had 
also created a pohtical following, both among their siubordinates and, 
quite often, among the public at large. The military had become a 
competing elites vis-d-vis the civilian intelligentsia. After independence, 
the Indonesan elite comprised the civiHan intelligentsia with western 
educational background who were lower class aristocrats and a 
military intelligentsia who had Japanese military training and some 
of them were officers of the Dutch colonial army (KNIL). The 
civilian inteUigentsia was never a unified elite with respect to ethnic, 
reUgious and ideological terms. Only during the struggle against 
the Dutch, had the elite a common enemy to fight. Aside from this, 
a large portion of the elite had the same educational experience, 
but it did not p,rove to be sufficient to overcome differences of 
outlook based on ethnic, religious and ideological backgrounds. 

The eUte of the Philippines had a different history. Since the 
Spanish rule, they were never denied access to governmental posts 



56 



ELITES IN THREE SOUTHEAST ASIAN COUNTRIE'S 



a,nd the American colonial rule, after destroying the shortlived 
Republic, turned immediately into preparation for independsnce. It 
helped to consolidate the elite and to increase its laiidholdings ; it 
also offered new comiriercial, far-reaching educational and ad- 
ministrative opportunities. The politically active elite members were 
thus firmly rooted in a class that had lenjoyed, and continued to 
enjoy, the privilege of acculturation, education and wealth. 



LEADERSHIP AND SOCIAL STRUCTURE 



In most of the countries of Southeast Asia, individual leaders 
loom larger than party organizations. Malaysia a,nd the Philippines 
stand out as exceptions to the general 'Sciutheast Asian practice of 
having charismatic national leaders. In Malaysia, the ethnic division 
of the country precludes the enisrgence of such a leader, for if he 
were of one race, the other communities wotdd feel threatened. 
During the British rule, the Malay aristocracy was supported by the 
foreign rulers, while the Chinese a,nd Indians began to do,min'ate life 
in the cities. This colonial experience left Malaysia with many of 
its traditional symbols of authority protected ibiut with the nature of 
its society substantially changed. 

Immediately after the Japanese surrender, the British govern- 
ment proposed a Malayan Union which met with strong opposition, 
because a Union would have upset the delicate balance of ethnic 
groups that made up the Malayan population. This failure demon- 
strated that an independent government would have to be rooted in 
the communal nature of its society. Independence would have evolved 
thrciugh the traditional Malay rulers. The eventual outcome was 
assured by the decision of the leading Chinese and Malay political 
associations to join in creating the Alliance. But later on the apex 
of th3 Alliance could not absorb the aspirations of the masses as 
well as of the younger generation. The younger generation of the 
Alliance was not given access to Alliance leadership and this 
situation caused deep frustration evidenced in demonstrations (espe- 
cially in May 1969). 

The Philippines is a society with the most clearly defined and 
firmly established social striucture. All social classes feel that they 
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have a definite place mthin the hierarchy. The landowners retain 
a significant place in social and political hfe, and highly paternalistic 
relationships cointinuie to exist between upper and lower classes. In 
recent years, significant changes have occured which have modified 
the old pattern of relationships. Landowners have found' a challenge 
in neiw forms of entrepreneurial activity. Some are breaking with 
the old family traditions and become tess paternalistic. But the 
established dyadic relationships remain intact in social as 
well as political life, and the tendencies toward entrepreneurship do 
not change the elite structure, because the entrepreneurs are actually 
a segment of the landowner class. 

Indonesia has no general social structure which can serve as a 
framework for the entire society. The country is composed of r. 
large number of fluid groups, which tend to be parochial. Ethnic, 
religious a.Tid ideological groupings are more important than class 
differences in Indonesia. The Dutch colonial rule had prevented the 
development of a stromg lunified elite and within the urban areas 
the class of westernized people is highly fragmented. Within the 
elite such segments as the bureaucracy, westernized intellectuals, 
the army and the like are unable to provids a stable social system. 
This is due to the fact that the segments comprising the elite were 
in past times denied any constriuctive role or responsible position in 
colonial society so that they assumed an attitude which was consist- 
ent -ftdth their national convictions, that was opposition in the sense 
of opposition without iresponsibility^. Their long participation in 
politics of opposition has endowed them with an opposition mentality, 
which, although useful during the revolution, mihtated against the 
constrsuctive role of the government after independence. 



CONCLUSIONS 

The brief description given above on modernizing traditional 
elites and intelligentsia elitss give;', some hints about elite strractures, 
both unified or fragmented, in Mala,ysia, Indonesia and the Philip- 
pines. But it is not an easy task to discern the degree of unification 

0 George Mc. T. Kahin, "Inaonesia", in Kahin (ed), Major Governments 
of Asia (second edition, Ithaca; 1963); pp. 556 — 700. 
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among elites in Malaysia and the Philippines. There is no doubt that 
before independence, tlie elites on the apex of the Alliance were 
to a certain d'agTce a unified elite espiecially in respect to their 
(western)' educational backgrcand, but this was not enough. Different 
racial backgrounds are still blocking any reconciliation between the 
modernizing traditional Malayan elite, tbs Chinese elite and the 
Indians. This elite on the apex of the alHance is beginning to lose 
its legitimacy because of the gap between it and the mass of the 
people, an assumption proved in the riots in May 1969 with its after 
effects. For the time being, armed forces' intervention in political life 
in Malaysia seems to .be out of the question because of the tradition of 
thase armed forces. The Malaysian armed forces was never, a liberation 
army fighting for indepiemdlence and later on 'burdened with the res- 
ponsibility to defend their country. After independence, defence and 
seciurity remained partly in the hands of British troops. But it is 
still too soon to predict whether or not th.-5 army will assume power. 
!3ne ma,y assume as hypothesis that after the entire withdrawal of 
British troops, the Malayan armed forces will become a politized 
organization because of its responsibility to maintain security and 
to defend their country. 

In the case of Indonesia much has been written about the military 
intelligentsia. It is obvious that the main reason the armed forces 
have assumed power is the inherent weaikness and instability of 
riule of the fragmented civilian elite. The military elite in Indonesia 
has had a significant role in achioving independence and it still feels 
that it has the responsibility to raaintain security in the country for 
whose independence they have fought. Althoiugh previously frag- 
mented, the military elite is the most unified elite in Indonesia 
mainly because of their espHt de corps. 

On the other hand, the civilian elite of the Philippines has 
remained a unified elite, because of common social class, religion and 
economic status. Its legitimacy remained strongly rooted within the 
population through dyadic relationships. The military intelligentsia 
was temporarily brought to power by the late President Ramon 
Magsaysay and was based on widespread peasiant support because 
of its successful operation against the Hukbdahap. Since Magsaysay s 
•sudden death, however, the pre-war sMus-quo seems to have .been 
more or less restored. 
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NEUTRALIZATION : 

A NEW HOPE OF SOIJTHEA8T ASIA ? 

J. SOEDJATI DJIWANDONO 



The Kuala L'umpair declaration, issued by the ABEAN foreign 
ministers' meeting in November 1971, raised a new hope among the 
nations of Southeast Asia: for lasting peace and freedom from 
interference, so that they may he able to devote their resources to 
development. These hiave been generally associated with the idea 
of neutralization of Southeast Asia, upon which the ASEAN foreign 
]ninisters in their Kuala Lumpur conference agreed as a "desirable 
objective". 

The idea of neutralization itself, of course, is not new. History 
can provide us with many examples of the practice of neutralization 
as well as neutrality for the past few centuries. Nor was the Kuala 
Lumpur meeting in 1971 betweien the ASEAN foreign ministers the 
inception of the idea of the Sctitheast Asian neutralization, which was 
first initiated by Malaysia, whose leaders had sounded out the idea on 
a number of previous occasions. 

However, because of the vagueness of its meaning and content, 
and the problems and difficulties it would entail for its realization, 
one would fear that the idea of neutralization of Southeast Asia 
with the hope that it promises may at best become a dream that 
will take a long time to materialize. 

The Kuala Lumpiur declaration merely recognizes "the significant 
trend towards establishing a nuclear-free zone, as in the 'treaty for 
the prohibition of nuclear weapons in Latin America' and the Lusaka 
declaration proclaiming Africa a niaclear-free zone, for the purpose 
of promoting world peace and security by reducing the areas of 
international conflicts and tensions." It was only agreed that the 
neutralization of Southeast Asia is a "desirable objective" and that 
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the participants of the meeting should ''explore ways a,nd means of 
bringing about its realization " 

Indeed, the fact that so far the meariing and content of neu- 
tralization for Southeast Asia has remained vague may serve to 
indicate that even th- Southeast Asian countries, the ASEAN 
member-countries in particular, despite the statement to the 
contrary, have been unable to agree o,n the matter, let alone on 
how it is to be realized. 

At its first meeting in Kuala Liunp-ur in July 1972, the Com- 
mittee of Senior Officials initially of the ASEAN countries esta- 
blished by the Foreign Ministers of Indonesia, Malaysia, the 
Philip.pines and Singapore and the Special Envoy of the National 
Executive Council of Thailand at their meeting in Kuala Liunpur in 
November 1971 to study and consider what f^irther steps should be 
taken to bring about the realization of their objectives, reached' a 
"common understanding on the interpretation of a 'Zone of Peace, 
Freedom and Neutrality' in the context of Southeast Asia''. But what 
precisely is that common understanding has never been clear either. 



TI 

Normally one would speak of neutrality only as opposed to 
belligerency in time of war. In time of peac3 the question hardly 
arises, tmless one is always thinking in terms of war or at least 
the possibility of war or some form of conflict. Hence the establish- 
ment of perpetual neutrality both in time of war and in time of 
peace, or neutralization. . . 

Until the advent of universal collective security principle, any 
state could merely declare neutrality upon the outbreak of war by a 
formal proclamation made by the head of the governm,ent. Thus, for 
example, on September 5, 1939, President Roosevelt of tiis United 
States made such a proclamation lunder the International Law, and 
issued a second declaration under the Neutrality Act of 1937. 

Under the International Law, the adoption of neutrality entails 
certain rights as well as duties. Neutral obligations are in terms of 
abstention, impartiality and prevention. A neutral country, for 
instance, is not to permit its territory to be used as a basis of 
hostile operation by either belligerent against the other or to permit 
its armed forces to be employed to the advantage of either. 
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Reciprocally, neutrals are entitled to extensive rights during 
hostilities. They are parmitted to trade with the ibelUgerents provided 
it does not involve contraband cargo or good's useful for waging 
war. Under the traditional law of th.? Hague Convention, a neutral is 
entitled to complete inviolability by the belligerents if it refrains 
from aiding either side. It has the right to have its neutrality 
respected by the' belligerents. 

In practice, however, the facts of the law have been quite 
different from its treaty form. Controversies have arisen over 
neutral rights as a result of the efforts of belligerent states to cut off 
commercial contacts between enemy and .neutral states and to 
interpret their right to intercept neutral commerce as broadly as 
possible by extending ths contraband list. In both world wars the 
belligerents declared every possible kind of cargo to be contraband 
and confiscated goodis destined for neutral countries if it was 
suspected that through 'continuous voyage' they wciald ultimately 
find their way to the belligerents. 

Indeed, the conducts of belligerents as well as neutrals in World 
War II have practically almost nullified the law of war and neutrality. 
And neutrality has been simply a matter of national poUcy, a 
temporary expedient. Its mles are assertsd, reinterpreted, or violated 
with impunity in accordance with the aims of governments. This is 
perhaps true especially with stronger nations, in order to save their 
strength while fighting weakens the belligerent nations so that in 
th,3 end they may retain the superiority of a world arbiter. It is a 
trick rather than neutrality. Dming the Franco-Prussian war of 
1870, for example, Great Britain chose to stay aside becanse, in its 
judgement, British interests were not affected by the victory or 
defeat of either belligerent. It hoped, thciugh, meanwhile that a strong 
Germany would curb any Napoleonic resurgence in France, as indeed 
it did. But during the various Franco-German crises from 1871 to 
1914, Britain was no longer neutral, since a second German victory 
over France would have established German power monopoly in 
Western and Central Europe, which could be a threat to British 
security. 

A similar princi,ple of expediency underlied Italy's neutrality 
from September 1939 to June 1940, when she was never more 
influential, receiving favours and handsome financial benefits from 
all sides. During World War II 'Spain and for a time Rassia profited 
in a similar way. And it is interesting to note the kind of neutrality 
practiced by such countries as Yugoslavia under Tito in the cold 
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war period between the American and Soviet blocs, who has avoided 
ties v/ith either side, courted by both, accepting gifts in freedom, 
playing two powers against each other. Certainly thsre would be a 
limit to slich neutrality, that is, when neither great power should 
trust such a country a,ny longer. 

It is true, of course, that neutrality may prove useful for a 
variety of purposes, not only for the neutrals hut for the belhgerents 
as well. Neutral states can .protect th,3 nationals and interests of 
belligerents in enemy countries, look after prisoners of war, arrange 
exchange of stranded iiensonnel, supervise repatriation, niaintam 
contacts and communications and for peace negotiations. And war 
may be more effectively waged with the existence of some neutrals. 
These would be small states that could be overrun withoiut much 
difficulty but hav.3 certain specific advantages to offer that would 
be annulled by seizure, or their occupation would «be more costly 
than the operation would warrant. A mere threat of occapation 
would compel such states to grant concessions so as to make 
occupation unnecessary. Sweden and Switzerland gave certain 
concessions to Germany diuring World War II, a.lthough this did 
not mainly account for the success of their neutrality. Fartiiermore, 
political reasons may play a role, as those that prompted respect 
for the neutrality of the Vatican. In former times the Papal states 
were not neutral and actually took part in many wars. Papal 
territory was often invaded and Popes were led into captivity. The 
Lateran Treaty of 1929 reestablished a small Vatican territory in 
Rome, which was confirmed by Italy in 1947. The Vatican neutrality 
was not violated during World War 11, although it was due to 
expediency rather than anything else. 

Such states, however, could retain their neutrality only by 
agreement, that is, by recognition, tolerance, and guarantee of the 
great powers. And being ths product of compromise, the neutral state 
must not violate the idea of the agreement by entering into alliance, 
thereby pratting its strength and territory at the disposal of one 
power or group of powers, while the great powers who are signitories 
to the treaty should undertake to respect its neutrality. 

Belgium, a perpetually .neutral state according to the treaty of 
1839, a.nd Switzerland, were countries of this kind. Except in the war 
of 1940, however, being the main highway from Northern Germany 
into France, Belgium could .not maintain its neutrality. 
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Swiss neutrality was maintained not .by the strength of an agree- 
ment but mainly by the inherent military strength and the relative 
impassability of the country. 

The case of Laos, however, is a recent example in contemporary 
history, which illustrates that even with the guarantee of the big 
powers, neutrality has not been successflul. 



[II 

Thius in the course of history, there has beien a great difference 
between the theory and practice of neutrality. It has served various 
purposes, thereby changing in its mea,ning and content. And consi- 
dering the practices both by neutrals and by belUgerents in the past 
with regard to neutrality, therefore, it seems that neutrality has 
been a mere dream. 

Furthermore, it seems open to question whether neutrality, in 
whatever form it may take and whatever purposes it may serve, is 
still possible. Certain conditions would probably hmit its possibility 
only to stronger states. The weaker neiutral state would have little 
strength witla which to oppose a major power, for whom the tempta- 
tion might be too great to forgo seizure of strategic positions that 
might be of high . value for waging war, especially if a noutral 
country controls raw materials and transport routes, which the 
belligerents would seek to deny each other. As in the past, this 
would lead to disputes between belligerents and neutrals. And indeed, 
certain forms of warfare — economic, psychological, and today's form 
of subversion — are often and largely carried out in the territories 
of neiutral countries. In addition, in a modem war belligerent airfleet 
can overfly most countries or bypass them with impiunity. Modern 
aircraft ranges give wide latitude of choice, and small neutral states 
may have no means to defend themselves in the upper atmosphere. 
A modern war can be fought between noncontiguous states, because 
belligerents can get each other directly, and a question might arise 
whether and when an aircraft or a missile overfljang a state 
violates a neutral airspace. It may become even impossible to 
determine whether a machine overflies a cciuntry. If an artificial 
satellite should be established in outer space and were rotating 
around the earth, no nation could claim that its sovereignty was 
being violated, since space belongs to nobody. The satellite 
would be over several states at all time, and its position relative to 
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a point on earth wo'uld be determined both by its own movement 
and by that of the earth. It seems, indeed,, that even for bigger 
and stronger nationis, especially those whose interests are closely 
boimd Ujp with the great powers, neutrality would be very difficult 
to maintain. At best it woiuld be a precarious position in the modem 
world, and sooner or later all great powers would be forced into a 
major war, because of the intricate interdependence of industrial 
society. That a victory of one state over another may have been of 
httle or no concern to any natio.n would no longer hold true today, 
especially in a war fought for ideological reasons and for world 
hegemony. 

IV 



In the context of nuclear war, of course, neutrality, neutralism 
and neutralization, iu whatever form, would be out question, for in 
a nuclear war the whole world would be involved, and the neutrals 
would (Ultimately perish with the rest of the world, since radio- 
activity respect no border. But granted that each of the nuclear 
powers would refrain from taking any step that might lead to a 
nuclear war, since its own survival and that of the wthols world 
would be at stake, the question of niuclear war would surely have 
little relevance to the problem of neutralization. 

Such a restraint, however, would not prevant the outbreak of 
local wars that might invite outfide interference and which would 
take the form of a protracted war as in Vietnam precisely because 
the big powers involved would be so cautious as not to give cause 
to a nuclear holocaust or the recurrence of fighting as in the Middle 
East. Indeed, it might even encourage the outbreak of a local war 
either indirectly involving one great power but not another for fear 
of big power confrontation or with no one big power doing little if 
anything to stop it for fear of inviting the interference of another 
thereby taking the risk of nuclear confrontation. The Indo-Pakista,ni 
war that has given birth to the Rsipublic of Bangla Desh seems to 
be a case in point. 

Short of nuclear war, therefore, it would still seem valid and 
relevant to examine the possibility of neutrality or of establishing 
perpetual neutrality or neutralization particularly of Southeast 
Asia, 
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It would seem clear from the foregoing that a mere declaration 
of neutrality by a state or a group of states would not be enough, 
even with international guarantees, particularly by the big powers, 
though these plus more are surely required for the effective reali- 
zation of neutralization. 

It is interesting to note that approval or siupport has been given 
by a number of countries outside the region to the idea of neutrali- 
zation of Southeast Asia. 

Of greater imiportance, however, would be the consensus among 
the Southeast Asian countries themselves. Given the common 
imderstanding among the ASEAN nations of the interpretation of a 
zone of peace, freedom, and neutrality reached by the committee 
mentioned previously, it seems that there still exist differences of 
view regarding the substance as well as the timing of the neutrali- 
zation of Southeast Asia.. This may partly account for the different 
degrees of enthusiasm about the idea among the ASEAN countries. 
Apart from Malaysia, the initiator, the idea of neutralization of 
Southeast Asia finds a strong saiipporter in the Philippines, who 
is probably motivated by her somewhat uncertain relationship with 
the United States at present and her keenness on opening relations 
wi"h. Peking. In the wake of the Kuala Lumipur declaration, the 
Phihppines Foreign Minister Carlos P. Romulo, referring to Peking's 
admission to the United Nations and its rapprochement with 
Washington said: "For the first time in a generation, there exists a 
real possibility for peace in this region." In Singapore and Indonesia, 
the neutralization plan is accepted with greater caution, even with 
doubts as to its feasibility. The Indonesian Foreign Minister Adam 
MaUk, following the Kuala Liumpur meeting referred to "different 
i:iterests among the respective States", and in a television forum 
in July last year said referring to the war in Vietnam and the 
increasing military aid for Thailand from the United States, that 
it would be very difficult to realize the neutralizf.tion plan for 
Southeast Asia. Singapore's Foreign Minister S. Rajaratnan after 
the Kuala Lumpur raeei^ing said: ''We may or may Jiot -be able to 
persuade the big powers to accept neutralization " 

Thailand, however, is probably where the neutraUzation plan 
receives the least support among the ASEAN countries. Although 
not necesS'arily representing the official view, General Prapas Cha- 
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r,ustien, Depiiity Chairman of Thailand's National Council, has been 
reported as expressing disapproval of the neutralization plan on the 
ground that his country is still facing Communist agression and 
that there would be no peace with neutralization. But Thailand's 
position is understandable. With the American withdrawal from 
Vietnam, and with a possible future settlement of the Vietnamese 
war, the American military bases in Thailand would even assume 
greater significance. And this would be incompatible with neutrali- 
zation. 

There is no idoubt that the neutralization plan is intended to 
cover the whole of Southeast Asia, including those countries that 
■until now have remained outside the ASEAN. It is worth exploring 
therefore whether these countries will likely be attracted to the plan. 
After the Kuala Lumpair meeting, Thailand's special envoy, Thanat 
Khoman said in this respect: 'A vital link in the realization of the 
neu^raUzation concept is to obtain a wider acceptance of the plan by 
by the nations in the region". 

In an interview with ths New Yonk Times in February last year 
President Nguyen Van Thieu of South Vietnam said that his country 
would be willing, along with North Vietnam and the other Southeast 
Asian countries, to form some kind of neutral bloc that would reject 
foreign miUtary bases and military alliances. In Jiuly of that year, 
however, the Sciuth Vietnamese foreign minister, Dr. Tran Van Lam, 
was more cautious when he said during his visit to Jakarta that for 
South Vietnam the neutralization concept of Soiutheast Asia still 
needed further clarification. Hanoi would welcome the creation of a 
really neutral zone in Southeast Asia, but the United States must 
first withdraw her forces and bases from the region. Laos supports 
the plan for it is in line with her own neutral policy, although para- 
doxically th.e country has been in a state of war for the last two 
decades. The RepmbHc of Khmer early last year announced her 
support for the Kuala Lumipnr declaration. And during Tun Razak's 
visit to the country in February last year, Burma gave him the 
assurance that she would join the proposed zone of neutrality since 
she has considered herself neaitral. If the neutralization plan should 
ma^terialize, Burma, would then be a part of it. 

- But speaking before the Malaysian Parliamant in December last 
year Prime Minister Tun Razak could only say that the Malaysian 
proposal for the neutralization of Southeast Asia "has been approved 
in principle by almost all the countries in the region". 
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It is clear, however, that the neutrahzation of Southeast Asia 
would: make no sense before a settlement of the war in Vietnam. 
"Neutralization cannot be applied to a country still engaged in war", 
said Adam Malik the Indonesian Foreign Ministsr. It was agreed 
therefore at the Manila meeting of ASEAN foreign ministers held 
in Manila iai the middle of July last year, that peace in the region 
must be res'tored before the neutrahzation of Southeast Asia can be 
declared. 



VI 

There is no mention in the Ktiala Lumpur declaration of guaran- 
tees. But it explicitly states that efforts woiuuld be made "to secure 
the recognition of, and respect for, Southeast Asia as a zone of 
peace, freedom and neutrality, free from any form or manner of 
interference by outside powers." And following the declaration Tan 
Razak of Malaysia expressed the hoipe that "other powers outside the 
region and in particular China, the Soviet Union and the United 
States, vnll recognize and respect Southeast Asia as a Zone of Peace, 
Freedom and Neultrality". Indeed, speaking to the seminar on 
"Trendls in Southeast Asia" sponsored by the Institute for Southeast 
Asian Studies in Singapore early in July last year. Foreign Minister 
Adam Malik of Indonesia appealed to the big powers that they 
would protect Southeaslt Asia as a zone of peace, freedom and 
neutrality. 

While the United States has not indicated much interest in the 
neutralization plan, China has expressed her readiness to respect 
the neutralization of Southeast Asia on condition that all military 
alliances feetween the Sciutheast Asian countries, bilateral as well as 
multilateral, must first be abolished; that all military bases be 
abandoned; that the American agression and interference in. 
Indochina and other countries be brought to an end. This was 
revealed by Senator Sakvadir H. Laoxrel of the PhiUppines after 
his visit to Peking in March last year. 

It is important to note at the same time that China's attitude 
itself is indeed incompatible with the aims of the neutralization 
plan of Southeast Asia. For despite the flexibi'ity shown by China's 
foreign policy in recent years, there are as yet no indications that 
she has abandoned her revolutionary line. The 9th congress of the 
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Chinese Communist Party in May 1969 decided, among other things, 
to continue support for national wars of liberation and fraternal 
parties in non-Communist countries particularly Southeast Asia, a 
commitment to the Lin Piao's call in 1965 for "people's revoliutionary 
wars'" throughout the Third World, Hence the Chinese aid to 
subversive elements and activities in Southeast Asia. 

Ill arguing aigainst foreign military bases and military pacts, 
however, the Chinese do have a point. It is surely very hard to 
reconcile the idea of a neutralized Southeast Asia with the existence 
of foreign militaxy bases in the area and with the membership of 
certain Southeast Asian countries in a,ny militar^y pacts or other 
forms of collective secuxity arrangements involving outside powers. 
Speaking before the Malaysian parliament last December Prime 
Minister Tun Razak also said that "the superpowers cannot be 
expected to guarantee the neutralization of Southeast Asia as long 
as there are foreign mJlitary bases in the region". 

But one would obviously come to a vicious circle to attempt to 
determine whether actually the Chinese threat to Southeast Asia 
accounts fox the establishment of foreign military bases and militaxy 
pacts in the region, which are of course mainly directed to China, 
or the other way round, so as to determine which first would have 
to be abandoned for the xealization of the neutralization plan of 
Southeast Asia. Perhaps what Prime Minister Tun Razak said on 
the same occasion that ''As soon as neutxalization is estaiblished, 
the fivs-power agxeenr^snt will also come to an end" would provide 
-an answer that may satisfy the Chinese. 

It would indeed seem very difficult to isee, however, whether a 
joint guaxantee of the big powexs is likely. Althciugh eventually 
void of substance, a form^al commitment was made in 1962 by the 
f-ig powers, particularly the United States, the Soviet Union, and 
Chma, to the neutrality of Laos. And the recent rapprochement 
between Washington and Peking, the detente between Washington 
and Moscow, both after President Nixon's visit to the two countries, 
as well as normalization of relations between Peking and Tokyo, 
would seem to promise a new hope for a similar commitment to, and 
a joint guarantee for, Southeast Asia as a zone of peace, freedom 
and neutrahty. So would their statement that they would not 
attempt to attain hegemony over Southeast Asia. 

The present relations between Moscow and Peking, however, 
would exclude the possibility of such a joint guarantee. And the 
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rapprochement between Wasliington and Peking as well as the 
detente between Washington aiid Moscow would likely rule out the 
possibility of a joint commitmient or guarantee that would exclude 
either Moscow or Peking. 

It is small wonder, therefore, that the Soviet Union has been 
jnore interested in her proposal for a system of Asian collective 
security, which is mainly directed to China, than in the neutralization 
plan of Southeast Asia. 

Thus becaiuse of the different and conflicting interests, it would 
be very hard to expect the big powers jointly to guarantee the 
neutralization of Southeast Asia. This would presuppose a settlement 
cf their long-standing differences, and the promotion of a common 
interest among them in Southeast Asia, which would be jeopardized 
<by any attempt by any one of them to violate the neutralization of 
the region. It is to be noted from the foregoing also that even a 
joint guarantee by the big powers would not make neutralization 
effective withorat some form of sanction. But this would require 
supervision, wliich would be very difficult to put into effect. However, 
if each of the big powers could be assured that its own bigger 
interest, as well as their common interest, would be harmed by 
violation of the neutralization of Soiutheast Asia, this would in 
itself constitute a sanction. In this context it is interesting to quote 
further what Singapore's Foreign Minister Rajaratnan said after 
the issuance of the Kuala Lumpur declaration: "We may or may not 
be able to persuade the big powers to accept neutralization, but we can 
make conditions in our countries such that neutralization is the only 
proposition open to the big powers". 



VII 

But what precisely should constitute such conditions no one has 
so far been able to define. The present discussion is not an attempt 
to provide an answer. Nor is it an attempt to give a definite answer 
to the question raised before whether or not neutrality would still 
be possible. It attempts, rather, to discern some of the many factors 
to be taken into account that would likely contribute to the efforts 
to find a plausible answer to the question and some of the probems 
that it would involve. It is clear, however, that the establislunent 
of neutrality in the classic sense will no longer be possible under the 
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collective security principle embodied in the United Nations Charter. 
The neutralization plan of Sdutheast Asia would thus have at least to 
include that reservation. 

Nor would neutralization in the classic sense toe releva,nt in the 
context of infi'tration and sutoversion, which can be regarded as a 
modem form of warfare. But this is what would constitute the maiu 
threat to the security of the Southeast Asian countries, individually 
as well as collectively. And against such a form of threat guarantees 
by the big powers would also be of no relevance. Instead it would be 
the responsibility of the Southeast Asian coiuntries themselves to 
create such conditions and sta)bi-ity in their resipective territories as 
to prevent infiltration and subversion, even aided by outside powers, 
from finding a ferti'e ground. Hence the importance of promoting 
the national resilience of each of the Southeast Asian countries, 
wtiich would require the development of all the aisipects of the 
national life : ideological, social, political, economic, cultural " and 
miMtary. Indeed, the experiences of InidJochina have shown that 
attempts to overcome subversion by inviting foreign military 
intervention would be of little avail. And the experiences of Indonesia 
with internal insurgiencies, including those instigated and directed 
from outside, have shown that a country is (ultimately too be chiefly 
responsible for its own stability, its own peace and sectirity. 

National resilience shciuld then be developed into regional 
I'esilience in Soiutheast Asia and this oa,n be carried out in the 
framework of regional cooperation of all the coiuntries of Southeast 
Asia witti ASEAN as the core. 

Indeed, from the foregoing it is also clear that a nation can 
aspire for neutralization if only it possesses sufficient strength. And 
for Southeast Asia, which is rich in natural resources and occrapics 
a highly strategic position, national and regional resilience is a 
prerequisite if it should aspire for neutralissation in the future. But 
in order to attain that, the Southeast Asian countries must continue 
to foster closer and wider cooperation based on friendship, mutual 
respect and understanding, and iustice. Thus development of 
national and regional resilience in Southeast Asia would not only 
constitute an important preparation for the neutralization of 
Southeast Asia, but indeed it would also constitute an alternative 
to the neutralization plan, if the need for neutraJlization shoiud not 
warrant its feasibility. 
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THE ASEAN DECLARATION 

The Presidium Minister for Political Affairs/Minister of Foreign 
Affairs of Indonesia, the Deputy Prime Minister of Malaysia, the 
Secretary for Foreign Affairs of the Philipipines, the Minister for 
Foreigm Affairs of Singapore and the Minister of Foreign Affairs 
of Thailand. 

MINDFUL of the existence of mutiual interest and common 
problems among the countries of Southeast Asia and convinced of 
the need to strengthen further the existing ibonds of regional 
solidarity and cooperation. 

DESIRING to estaihlish a firm foimd^tion for common action 
to promote regional cooperation in Southeast Asia in the spirit of 
equality and partnership and thereby contribute towards peace, 
progrsss and prosperity in the region. 

CONSCIOUS that in an increasingly interdependent world, the 
cherished ideals of peace, freedom, social justice and economic 
well-being are best attained by fostering good understanding, good 
neighbourliness and meaningfiul cooperation among the countries of 
the region already bound together by ties of history and oiilture. 

CONSIDERING that the countries of Southeast Asia share a 
primary responsibility for strengtheining the economic and social 
stability of the region and ensioring their peaceful and progressive 
national development, and that they are determinod to ensure their 
stability and seciurity from external interference in any form 
or manifestation in order to preserve their national identities 
in accordance with the ideals and aspirations of their peoples. 

AFFIRMING that . all -foreign 'bases are temporary and remain 
only with the expressed concurrence of the countries concerned and 
are not intended to be lused directly or indirectly to subvert the 
national independence and freedom or state in the area or prejudice 
the orderly iprocesses of their national development. 
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FIRST, the estaiblishment of an Association for Regional 
Cooperation among the countries of Southeast Asia to be known as 
the Association of Southeast Asian Nations (ASEAN)'. 

iSEQOND, that the aims and ipurposss of the Association 
shall he : 

1. To accelerate the economic growth, social progress and 
cultura;! developmient in the region thrciugh joint endeavours 
in the spirit of equality and partnership in order to 
strengthen the foundation for a prosperous and peaceful 
community of Southeast Asian Nations; 

2. To promote regional pea,ce and stability through abiding 
respect for justice and the rule of law in the relationship 
among cciuntries of the region and adherence to the 
princip'13,3 of the United Nations Charter; 

. 3. To promote active collaboration and mutual assistance on 
matters of common interest in the economic, social, cultural, 
technical, scientific and administrative fields; 

4. To provide assistance to each other in the form of training 
and research facilities in the educational, professional, 
technical and administrative spheres; 

5. To collaborate more effectively for the greater utilization 
of their agriculture and industries, the expansion of their 
trade including the study of the problems of international 
commodity trade, the imiprovement of their transportation 
and communication facilities and the raising of the living 
stand'^.rds of their peoples ; 

6. To promote Southeast Asian studies; 

7. To maintain close and beneficial cooperation with existing 
international and regional organizations with similar aims 
and purposes, and explore all avenues for even closer 
cooperation among themselves. 

THIRD, that, to carry out those aims and purposes, the 
following machinery shall be established; 

(a) Annual Meeting of Foreign Ministers, which shall be by 
rotation and referred to as ASEAN Ministerial Meeting. 
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Special Meetings of Foreign Ministers may be convened as 
required. 

(lb)' A Standing Committee lunder the cliairmanship of the 
Foreign Minister of the host country or his representative 
and having as its memibers the accredited Ambassador to 
the other member countries, to carry on the work of the 
Association in between lileetings of Foreign Ministers. 

(c) Ad Hoc Committees and Permianent Committees of spe- 
cialists and officials on specific subjects. 

(d) ' A National Secretariat in each member country to carry 

out the work of the Association on behalf of the conintry 
and to service the Annual or Special Meetings of Foreign 
■ Ministers, the Standing Committee and such other 
committees as may here after be estabUshed. 

FOURTH, that -th3 Association is open for participation to all 
States in. -the Southeast ' Asian Region subscribing to the afore- 
mentioned .aims, principles and jnirposes. 

FIFTH, that the Association represents the collective will of 
the -nations of Southeast Asia to bind themselves together in 
friendship and cooperation and, through joint efforts and sacrifices, 
secure for their peOiples and for prosperity the blessings of peace, 
freedprn and prosperity. 

DONE in Bangkok on the Eighth Day of August in the Year 
One Thousand Nine Hundred and Sixty-Sevan. 



74 





"Z. 

< R 

K < 
O 

H o 

M 
to E-i 
- <C 

< M 

M ce 
CO <; 
u H 

oS 
S 



«; 
w 

o tu 

M O 

R Cm 

<; 

a w 

E-< 
CO < 
•• M 

<: « 
M <; 
CO E^ 

<;« 







2 


AN 






CO 




o <; 


S < 


<: «: 


M 


O 




Eh K 


M CS 


O Oc! 


-CO 


en O 


M O 




< Pti 


E-t 






<; 


•• w 






CO en 


coS 


EH 


w <; 

S H 


- o; 

W M 






S c« 


p « 


FM <: 


o 


K <; 


EH. 


Pk Eh 


< Eh 




<U 


1^ M 
H 3 


M O 


!2; o 


<: o 


K M 




W M 


Ph CO 




6H to 



NOIiVlAV 
TIAIO 



oioos 



Ksianoi 



aDMVMIi[ 



WOIIVOIMM 

-wooaiai 

(BIV 

NOIIVIHOJSNTOI 



xooioanaiaw 
/MoiivoiNnwwoo 



aanimoiHov 
aMV aooi 



75 



THJE KUAXA LUMPUR DECLARATION 



WE the Foreign Ministers of Indonesia, Malaysia, the Philippines, 
Singapore and the Sipecial Envoy of the National Executive Council 
of Thailand; 

FIRMLY ibelieving in the merits of regional cooperation which 
has drawn our ccamtries to cooperate together in the economic, social 
amd cultural fields in the Association of Southeast Asian Nations; 

DESIRIOUS of bringing about a relaxation of international 
tension and of achieving a lasting peace in Southeast Asia; 

INSPIRED by the worthy aims and objectives of the United 
Nations, tn particular by the principles of respect for the sovereignty 
and territorial integrity of all states, abstention from the threat or 
use of force, peaceful settlement of international diapntas, equal 
rights and self-determination and non-interference in the internal 
affairs of States; 

BELIEVING in the continuing validity of the "Declaration on 
the Promotion of World Peace and Cooperation" of the Bandung 
Conference of 1955 which, among others, enunciates the principles 
by which states may coexist peacefully; 

RECOGNISING the right of every state, large or small, to lead 
its national existence free from outside interference in its internal 
affairs as this interference will adversely affect its freedom, 
indeipendence and integrity; 

DEDICATED to the maintenance of peace, freedom and indepen- 
dence unimpaired; 

BELIEVING in the need to meet present challenges and new 
developments by cooperating with all peace and freedom loving 
nations, both within and outside the region, in the furtherance of 
world peace, stabiHty and harmony; 

COGNIZANT of the significant trend towards establisliing 
nuclear-free zones, as in the "Treaty for the Prohibition of Nuclear 
Weapons in Latin America" and the L;isaka Declaration proclaiming 
Africa a nuclear-free zone, for the purpose of promoting world peace 
and security by reducing the areas of internatianal conflicts and 
tensions ; 

REITERATING our commitment to the principle in the Bangkok 
Declaration which established ASEAN in 1967, "that the countries 
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of Southeast Asia share a primary respousibility for strengthening 
the economic and social stability of the region and ensuring their 
peaceful and progressive national development, and that they are 
determined to ensure their stability and security from external 
interference in any form or manifestation in order to preserve their 
national identities in accordance with ideals and aspirations of 
their peoples"; 

AGREEING that the neutralization of Scritheast Asia is a 
desirable objective and that we should explore ways and means of 
bringing aibout its realization, and 

CONVINCED that the time is propitous for joint action to give 
effective expression to the deeply felt desire of the people of 
'Southeast Asia to ensure the conditioins of peace and stability 
indispensable to their independence and their economic and social 
well-being ; 



DO HEREBY STATE 

(1) ' that Indonesia, Malaysia, the Philippines, Singapore and 

Thailand are determined to exert initially necessary efforts 
to secure recognition of, and respect for. Southeast Asia 
as a Zone of Peace, Freedom and Neiutrality, free from any 
form or manner of interference by outside Powers ; 

(2) that Southeast Asian countries iShouid make concerted 
efforts to broaden the areas of cooperation which would 
contribute to their strength, solidarity and closer re- 
lationship. 

Done at Kuala Lumpur on Saturday, the 27th of November, 1971. 
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OCTOBER — NOVEMBER 1972 

The political climate during the first week of October was 
dominated by the preparatory sessions of the People's Consultative 
Assemibly. 

One of the political problems widely discussed was the question 
concerning the PCA's chairmanship: whether or not a permanent 
and exclusive PCA's chairmanship is a necessity. Those supporting 
the opinion which insists on the necessity of a PCA's chairmanship 
had these following arguments: 

1. The PCA is to exercise the sovereignty of the people; 

2. The PCA's decree are to be obeyed and implemented by the 
Goverriment; 

3. There must be therefore a special institution representing the 
PCA to observe and control the implementation of the PCA's 
decisions; 

4. This institution is realized in the existing PCA's chairmanship; 

5. To perform such a function, tlie PCA's chaiiunanship is to be 
provided with a permanent Working Committee; 

Against these, however, the following arguments were made : 

1. The Constitution of the Republic of Indonesia does not mention 
a single word concerning a PCA's chairmansihip; 

2. The PCA is to exercise the sovereignty of the people as a 
unified whole. Its fundamental function can by no meajis be 
represented by particular persons; 

3. Assuming that PCA's chairmanship is a necessity, tlie qraestion 
should be raised concerning its accountability; 

4. Constitutionally the function to control the implementation of 
the PCA's decisions is vested in the House of Representatives. 

In the meantime Indonesia has to face the problem of the 
growing shortage of rice. The situation has been continuously 
reported by the press. This has helped arouse a psychological unrest 
among the population. 

The fact is that the prices of rice have been soaring. Coupled 
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with .price increase of some other commodities, all this has resulted in 
the increase of the price itider. of the nine basic commodities. It 
seems indeed ironical that in the fourth year of the implementation 
of the five year development plan, after a massive program in the 
agricultural sector, we are still confronted with this problem. 

The reaction of the people to BULOG, i.e. Bureau of Logistics, 
which is in charge of stcjbilizing the prices of rice, can no longer 
be averted. People are anxious to see why for the past fev/ months 
this body has not been abUe to affect the prices of rice. Various 
interpretations have been offered concerning the causes of this rice 
problem. The situation forced the House of Representatives to have 
a meeting with the Bureau of Logistics. It was a closed meeting so 
that little was known of the results. It would be advisable for the 
Bureau of Logistics to review its management and 'administration 
in rice prod^uction and distribiution. 

There could be climatological reasons for the rice ishortage. 
The dry season this year has been uhuaually long and dry, so that 
irrigation of sav/ahs (rice-fields)' has been insufficient, resulting in 
the insufficiency of rice. It is worth mentioning that in mid-October 
the temperature in Jakarta reached 38.2°C, the highest record for the 
last 100 years. 

Pattern of business and of marketing has boen naturally a factor 
that cciuM be influencing this problem of rice. This can be a 
national pattern of business and marketing as well as that of the 
world market. The General Director of the FAO has stated that the 
price of rice in the world market is steadily rising, whereas the 
supply within the next 2 or 3 years will steadily decrease. 

"Wbatever the reason, the matter is very serious and the 
Government is obliged to seek its immediate solution. It affects the 
primary need in the life of the population. 

The farmers have for a long time feilt- the imbalance. The 
Government ha^s alreeady raised the floor price of rice. In order to 
stabiHze the price of rice and to solve the problem of sufficieint rice 
supply, the Government has importod rice, both in the form, of aid 
as well a^ commercial venture.;.........:. ... ... . ..: 

The imported rice . .has already. : .been .dropped, on. . . the . market. 
There might.be a hope, that the pres.eiht. . problem, of. rice, will be 
adequately solved. Hoayever,. .this must be a warning ior Indonesia 
to review her policy, her management, and her administmtiye.. systein 
on the problem of rice supply and distributiOin. 
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NOVEMBER — DECEMBER 1972 

. On November 12, President Soeharto left Jakarta to begin his 
official vigit to six European countries : France, Austria, Switzerland, 
Belgium, Italy a,nd the Vatican. The official visit lasted to November 
26. 

Two major problems became the themes of Presidient Soeharto's 
official visit. Beside the purpose of consolidating mutual bonds of 
friendship in general, it was also intended as an opportunity to 
discuss the problems of economic development, economic cooperation, 
security, political stabihty and of ASEAN. 

On the eve of his departure the President said that Southeast 
Asia would know no peace as long as the big powers used the region 
as an arena where they compete for influence. The President urged 
that Southeast Asia freed itself from its status as arena of 
competition by strengthening their national resilience in the fields 
of politics, ideology, economy, cultiure and military installatio,ns. 

"Its meaning for economic development, its meaning for political 
stability, its meaning for security in a region, these are the main 
norms and criteria to be applied in adjlusting ourselves in our relation 
with other countries", said the President. All these things had become 
the main themes discussed in France (13 — 15 November), in 
Austria (16 — 18 November), in Switzerland (18 — 20 November), 
in Belgium (21 — 23 November) a,nd in Italy (23 — 25 Novemiber). 
The official talks centered around the prospect of peace and stability 
in Southeast Asia, the role of foreign investment in Indonesia, and 
■positive participation of the European countries could contribute to 
economic progress and development in all developing countries, 
particularly Indonesia. In the meantime President Soeharto used 
the opportunity to meet a,nd speak with businessmen as well as 
members of Chambers of Commerce^ inviting them to invest their 
capital in Indonesia. 

The President's visit came just at the right time. Western 
Europe today is emerging as a collective force alongside the United 
States, the Soviet Union, China and Japan. The most important 
question is how to present a self -image which will convince others 
of the possibilities for capital investment and processing of Indone- 
sia's natural resources so that the attention of the countries of 
Western Europe, especially those visited, may be directed to Indo- 
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nesia. Tiie French government, for instance, has .promulgated laws 
which guarantee the investment of French businessmen in those 
countries listed by the government, with a guaraintee up to 80%. 
Indonesia in the meantime is not yet iacluded in the category of 
those nations. The emergence of the European Ecancmic Community 
is obvicusly an important development to be co.nsidered. 

In Brussels a meeting was held between President Soeharto, 
Mr. Adam Malik ?nd Mr. Kissinger. Meanwhile President Soeharto 
paid a visit to UNE'DCO's headquarters in Paris too. 

On December 14, Prof. Widjojo Nitisastro on behalf of the 
Government addressed the House of Representatives of the Republic 
of Indonesia, to ex/plain the situation of the rice problems. He 
analysed various factors which had caused' the shortage of rice 
supply, and stressed that the rice suiDpily has become sufficient for 
the time being. However, Prof. Widjojo said that we must have a 
preventive planning for the future. 

On Decem-ber 15, Mr. Adam Malik addressed the House' of 
Representatives, giving account of President Soeharto's visit to 
Europe. "The visit was a successful one, since it was made in the 
right time", said the Foreign Minister. "This official visit of 
President Soeharto is to be integrated with all other previous 
official visits". As a proof of this successful mission, Mr. Adam 
Malik explained that five countries in Western Europe are going 
to increase their aid to Indonesia. France is going to increase her 
financial .aid. Austria is keen to become a member of the IGGI. ItaV 
is going to give US $ 4.0CO.00O as financial aid for 1973 — 1974. 
Switzerland has become interested to become a member of the IGGI 
and to increase financial aid. 

On December 21 — 23, the IGGI's 13th Conference was held 
In Amsterdam. The rice problem had become one of the main topics. 
The IGGI's conference considered the pres'snt rice problem in 
Indonesia as a temporary situation. Meanwhile the IGGI is going 
to offer $ 760.000.000 to Indonesia as the IGGI's aid for the budget 
year of 1973 — 1974. "All this means that the members of the IGGI 
have fully understood the problems and difficulties faced by 
Indonesia", said President Soeharto. 

From December 18 to 23 a seminar on Education was held in 
Jakarta. Rapid social changes and national planning for development 
are to be met with educational reform and educational planning. 
The seminar was opened by Mr. Mashuri, Minister of Education and 
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Culture, and was attended by 250 participants. The main topic of 
the seminar was Development School, which is expected to be a 
new educational system implemented in Indonesia. Problems on 
curricula, school administrationi, educational management, and 
school-financing, are widely discussed. 

Meanwhile the Committee of Senior Officials held its second 
meetirj.g in Jakarta from December 18 to 20. The Committee was 
estnbhshed by the Kuala Limipur Meeting of Foreign Ministers of 
ASEAN member countries on 26 — 27 November. The second 
meeting was attended by Senior Officials from Indbnesia, Malaysia, 
the Philipipines, Singapore and Thailand. At its first meeting the 
Committee reached a common understanding of the interpretation 
of a "Zone of Peace, Freedom and Neutrality". 

The Committee at its second meeting continued its study of 
how to bring about the realisation of the objectives of the Kuala 
Lumpur Declaration. The meeting agreed on a set of guidelines for 
relations among States, within and without the Zone of Peace, 
Freedom and Neutrality and certain lines of action to promote the 
estabUshment of the Zone. The Committee will hold her next meeting 
at a venue and a date to be mutually agreed upon. 

lOn the eve of 1973 President Soeharto addressed the nation. 
He stressed that the present development in Indonesia has 
experienced hopeful achievemients as weU as hindrances. Tha^ 
Indonesia has been, able to maintain political stability and national 
security is undoubtedly an achievement. There have been 
achievements too in the economic fie''d. However, there have been 
hindrances such as the shortage of rice sunply and distribution. But 
all these things must make us persevere in our work to progress. 

DECEMBER — IJANUARY 

The problem of simplifying the party system has been one of 
the urgent political issues in Indonesia. The maintenance of a 
dynojnic stability and the achievement of social development require a 
compatible political system. This has been the basic idea of a political 
reform in Indonesia of which the objective is to reduce the number 
of pohtical parties. It has been expected that there should be only 
two or three political parties in the Republic. 
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After the general election of 1971 two political groupings have 
emerged In Indonesia, najnely the Democratic Development Group 
and the Unity for Development Group. The first comprises the 
National Party (P.N.I.) , the Christian Party (Parkindo), the 
Catholic Party, the I.P.K.I. and the Murba Party. The other includes 
all the four Moslem Political Parties, namely the Nalidatul Ulama 
(N.U.), Partai Muslimin Indonesia (PARMUSI), Partai Syarikat 
Islam Indonesia (P.S.I.I.) and the Perti. 

The nature of the political grouping, however, has remained a 
question. Is it a new political grou:ping in which all existing political 
parties are fused as one political organization, or is it a kind of 
federation or a mere confederation of the existing political parties ? 
This depends on the growing political attitudes among the leaders 
of the existing political parties. 

The first days of January showed new development in the 
process. After some tensions and conflicts, Moslem political leaders 
have agreed upon the idea of a fusion of all Moslem Political 
Parties. On January 5, the hirth of Partai Persatuan Pembangunan 
was declared. In the meraitime the National Party declares that it 
has officially agreed lupon the idea of fusing all the rest of the 
political parties into one political party. The Democratic Development 
Group has already paved the way for its realization. 

And on January 10, 1973, the National Party (P.N.I.)', the 
Christian Party (Parkindo), the Catholic Party, the I.P.K.I. and the 
Murba Party, declared the birth of Partai Demokrasi Indonesia 
(Indonesian Democratic Party), as one new political organisation, 
comprising all members of the former Democratic Development 
Group. 

On January 8, 1973 President Soeharto su;bmitted a bill on the 
State Budget of 1973/1974 to Parliament. The salie,nt points of the 
bill are as follows : 

The total budget for the period is 'balanced at an amount of 
862.4 billion rupiahs. It is an increase of 14.7 per cent of the previous 
period. The total domestic revenue amounts to 671 billion rupiahs. 
It consists of direct tax of 120.1 billion rupiahs, indirect tax of 
233.8 billion rupiahs, revenue from oil sector of 303.7 billion rupiahs 
and non-tax revenue of 13.4 billion rupiahs. The revenue of oil sector 
is mainly corporate tax. Total developmental revenue, or the rupiah 
value of foreign loans amounts to 191.4 billion nupiahs, consisting 
of 108.4 billion rupiahs of program loans and 83 billion rupiahs of 
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project loans^. Compared: to the previous period, the domestic revenue 
increases by 17 per cent, while the developmental revenue by T.S-per 
cent. It shows that the increase in the domestic source of financing 
is more than twice as high as the increase in the foreign source 
of financing. 

On the expenditure side, the routine expenditure is 518 bilUon 
ruipiahs, or r.n increase of 18 per cent from the previous period. The 
relatively high increase in the rciatine expenditure is mainly due to 
increases in the salaries of government employees and members of 
the armed forces, and also increases of the government subsidies to 
the local governments. Developmental expenditure amounts to 261 
billion rupiabs, or a.n increase of 13 per cent compared to the 
previous period. The developmental expenditure is used to finance 
■deve'lopment projects which are composed of economic projects (79 
per cent), social projects (14 per cent), and general projects (7 per 
cent) . 

In view of the fact that the fitical year of 1973/74 is the last year 
of the First Five Year flan, the dsvelopment program is aimed at 
completing the first plan and at maldug preparations for the 
Second Plan to be started in April 1974. The developmental program 
for the current period is concentrated on : 

— ■ raising food production, rice in particular. The target of rice 
production for the period is 14.8 miUion tons; 

— escalating the program o,n rehabilitation and development of 
infrastructure such as roads, bridges, harbors, electricity, 
telecomm:umcatioins etc.; 

— projects with high laibor absorption and village development; 

— program for the betterment of social welfare, such as education, 
health and family planning; 

— enhancing the development of indigenous entrepreneurship 
through cooperative movement, strengthening the financial 
institutions, etc. 

In general we couldi conclude that the state budget for 1973/74 
is in a much better shape than the previous one, both with respect 
to its magnitude and to its structure. The structure of the 
government's revenue is better in the sense that the economy could rely 
more on domestic resources of financing (confirmed by the increase 
in the public savings or the surplus of the routine budget), and that 
the contribution of direct taxes to the total revenue is getting 
bigger. 
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Comparison between the growth of the State Budget 
and that of the financing of REPELITA 
in 1969/1970 up to 1973/1974 

in billions rps 



1969/1970 1970/1971 1971/1972 1972/1973 1973/1974 
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Domestic 

Revemue 228,0 243,7 276,0 344,6 324,0 428,0 374,0 573,6 488,0 671,0 
Routine 

Expenditure 204,0 216,5 243,0 288,2 281,0 349,1 319,0 437,5 357,0 518,3 
Public 

Savings 24,0 27,2 33,0 56,6 43,0 78,9 55,0 136,1 71,0 152,7 
Rupiah-value 

of Program 63,0 65,8 75,0 78,9 85,0 90,5 85,0 95,0 85,0 104,8 
Development 

Expenditure 123,0 118,1 153,0 169,8 223,0 195,9 264,0 314,1 296,0 344,1 

(Rupiahs) 87,0 92,8 108,0 128,2 128,0 150,9 140,0 231,1 156,0 (261,1) 

Project Aid 36,0 25,3 45,0 41,6 95,0 45,0 124,0 83,0 140,0 ( 83,0) 



Source: BepubUk Indonesia, Nota Keuangan dan Rancangan Anggaran 
Pendapatan dan Belanja Negara Tahun 1973/197Jj 
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Progress in the Indonesian Balance of Payment 
in the period of 1971/1973 — 1973/1974 

in billions US S 



1971/1972 1972 '1973 Percent- 1973/1974 Percent- 

(expen. (estimate age of (esti. age of 

diture) expen- Change mate) Change 
diture) 



I. Goods and 'Services 



1. Export + 1.374 
.oil, + 590 

excluding oil + 748 

2. Import — 1.287 
oil — 132 
excluding oil — 1.155 

3. Services — 552 
oil — 254 
excluding oil — ' 298 

4. Active 

Trainsactions — • 465 

oil + 204 

xcluding oil — 669 

n. S.D.R. + 30 

III. Official 

Development Aid + 420 

1. Program aid + 306 

2. Project aid + 114 

IV. Private 

Foreign Inflow + 190 

V. Debt Repayment — 107 
VI. Total of I - V + 68 

VII. Error and 

Deficiency — 43 

VIII. Monetary Flow. — 25 
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Source: Repitblic Indonesia. Nota Keuangan dan Rancangan Anggaran 
iPendapatan dan Belanja Negara l97S/197i 
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1. JUWONO SUDARSONO, born o,n March 5, 1942 in Banjar. 
Graduated from University of Indonesia in Communications 
(1966) and got the ' Master degree in Political Science from 
University of California, Berkeley (1970). Lecturer in 
Comparative Goven-ment and Politics and Indonesian Go- 
vernment, at University of Indonesia. Staff member at Consor- 
tium for Social Science and Humanities of the Ministery of 
Education. Staff member at the Institute of Strategic Studies 
of the Niatio'iial Security Council. Papers and' articles : 
Southeast Asia and the Jananese- American Presence; 
Itidonesiaa Student Activism; Post- War Problems m Malaya; 
Indonesia's Position in the Vietnam War; Ohiaa, The UN and 
fedonesia; The Neutralization of Southeast Asia; Post Vietnam 
Southeast Asia: The Emerging Rivalry between North Vietnam 
and Indonesia (forthcoming). 

2. LIE TEK TJENG, born on May 18, 1931 in Padang. Studied 
Sinology at University of Indonesia. Ph. D. degree from Harvard 
University, Cambridge, USA v^^ith specialization on East Asia. 
Director of the National Institute for Cultural 'Studies (Lembaga 
Research Kobudayaan Nasional/LIPI): Lecturer at the Faculty 
of Social Sciences, University of Indonesia; lecturer at the 
Commander's Staff Courses and at the Institute of National 
Defence. 

3. SUIvIITRO DJOJOHADIKUSUMO, born on May 29, 1917. 
Minister of Trade of the Republic of Indonesia. Studied 
economics at Netherlands School of Economics (Rotterdam) 
and Universite de Sorbonno (Paris). B. Sc. in economics (1937), 
M.A. in Economics (1940) and Ph. D. in economics (1942). 
Professor of Economics, Dean of the Faculty of Economics at 
the University of Indonesia (1951 — 1957)'. Minister of Finance 
of the Republic of Indonesia (1952 — .1953, 1955 — - 1956). 
Publications: Problems of Rural Credit in Indonesia (1943); 
Banking in Indonesia (1946) ; JEconomic Problems of Indonesia 
(1951) ; Public Finance and Development (1954); Economic 
Development (1955); General Economics: Principles, Theory 
and Policy (1956). Cd-aiuthor of Commodity Trade and Economic 
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Developmeicit (UN-Report 1953). Main articles ia English: .Our 
Nationalism arad its Substance (1946); The Ecoaomic 
Relationship hetwecjn SE-Asia, Western Europe and the USA 
(1949); Instability of Trade Eccaomic Development (1954); 
Fiscal Policy, Foreign Exchange Control and Ecomomic 
Development (1955); Indonesia: Problems and Prospects (1967); 
Indoaesia's Trade Policies (1971). 

4. J. PANGLAYKIM (PANGESiTU), born on March 24, 1922 in 
Bandiuig. Graduated from the Faculty of Economics and 
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